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SOME ASPECTS OF THE INFANT WELFARE 
QUESTION. 


A CORRELATION is popularly assumed between the prosperity of a 
nation and a large and growing population. But clearly prosperity 
is before all a question of the nation’s efficiency, and the efficiency 
of a nation may be taken as a function of two variables, quantity 
and quality. But what is the interrelation of these two, and what 
analysis of quality can be made? There seems good reason to 
believe that up to a point quality does actually increase with 
quantity ; that, in fact, human beings are so constituted psychologi- 
cally that a certain amount of pressure to live is necessary in 
order to develop the greatest efficiency. The question arises how 
much, what kind of pressure, and when and how applied in indi- 
vidual life history. If it be contended, in the history of nations, 
that it is quantity mainly that counts, how was it that a handful 
of Greeks saved Europe for Western civilization when they with- 
stood the Persian hordes; and how is it that another handful 
of citizens in a hill fort of Palestine, has had such an abiding effect 
in the world ? 

One of the fundamental difficulties in the problem of the large 
family is that of education. The realization that a child should 
be properly taught a trade brings one immediately up against the 
fact that often the family from which that child has come has 
from the first been organised on the assumption that each child will 
earn the highest possible wage at the earliest possible age, in order 
to help maintain the family as a whole. This is inconsistent with 
the idea of a thorough training, and in consequence the idea of 
training has to be dropped, with the result that the child in its 
turn grows up inefficient. 

Such an example, so general and so common as to be hardly 
worth while bringing forward, but yet so insistent, does seem to 
suggest that the size of such families is a contributory cause of 
inefficiency. That in fact in certain classes we are finding that 
density of number has so increased that the total efficiency is 
decreasing, owing to a considerable falling off in average efficiency. 
Quality increases with quantity up to a point, and then diminishes 
with any further increase of quantity, always supposing other con- 
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ditions have remained unaltered. In short, such observations lead 
towards a broad acceptance, but modification in detail, of Spencer’s 
generalization that Individuality varies inversely with Reproduc- 
tion. 

There is one important factor which must always be kept in 
view in considering the Infant Welfare problem. With men 
whose incomes do not often exceed throughout their lives, say, 
30/- a week, that is, with the unskilled and semi-skilled classes, the 
prosperity curve would be seen to have two periods. Such men 
marry young, probably at about the age of 22, when their wages 
are not perhaps quite the highest they are going to earn, but at 
the same time are not far short of that figure. For the first few 
years of their married lives there may be a slight increase in pros- 
perity owing to a slight increase in wages, an increase that more 
than counterbalances the growth in the size of the family. After 
this the family shows a tendency to increase quite out of proportion 
to the increase of wages, and thus comes a fall in prosperity, 
gradual but generally well defined, and lasting until the eldest 
child is old enough to earn. As soon as that occurs the prosperity 
curve begins to rise again, and probably continues to do so 
until the children attain to a marrying age. The first period is 
one of about fourteen years, and the second probably rather 
shorter owing to the tendency in such a class to marry very young, 
but a period that will largely depend in duration on the size of the 
family. A man therefore marries at about 22, knowing that from 
then until he is about 40 are the years during which his earnings 
are likely to be highest. When he is himself about 37 his eldest 
child is ready to earn,, and from 37 to 47 he can again be assured 
of a fair amount of comfort. If his family is a large one this 
second period may last much longer. Thus there is one strong 
inducement for such a man to marry young and to have a large 
family, for, provided he can get over the first period when 
prosperity is falling and in spite of this fall rear his children, then 
the rest of his life may be fairly assured. Needless to say the 
natural optimism of individuals is usually sufficient to cause them 
to believe that the chance of a long period of prosperity when they 
are older quite out-balances the chance of an acute period of 
distress before they are 35. 

To all this it may be replied that individuals of such a class 
do not reason in that way. But they may well come to act in 
this manner from a realization that it is better to do so. They 
may see the man who waits to marry till he is 35, who will be 
about 50 before his eldest child can be ready to start earning, 
having a very hard time because his wages are reduced before 
he has a child old enough to help. The man in question may 
have a much smaller family and yet find his first period of distress 
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acute; whereas the second period of prosperity is likely to be 
of shorter duration because the number of his children is less. 

It is admitted that the conclusions drawn in this article are 
obtained from but a slight basis of statistics. But it is hoped 
their publication may encourage others who have at their disposal 
information similar to that here used, to examine it critically. 

The area that has been studied for the purposes of this enquiry 
is a part of the East End of London, a part well known for its 
overcrowded condition. The families under consideration are by 
no means the poorest in that area. They are families who, of 
their own free will, attend an infant consultation; and it must be 
admitted that the majority of mothers who are sufficiently advanced 
to appreciate the opportunity of having their babies weighed and 
carefully examined by a doctor each week, are women of a fairly 
high order of intelligence. 

From this point of view the figures are particularly useful in 
that any suggestions that may be drawn from them apply to what 
one might describe as a type of family of high social importance. 
The clinic in question is run on the principle of giving away 

ting but advice, and thus the women do not come to see what 
tuey can get in kind. Certainly for the period covered by the 
figures the families as a whole cannot be considered to be in finan- 
cial difficulties, although there are, of course, among them 
individual instances of women whose lives appear one long series 
of worries. 

The papers of this particular clinic supply much valuable 
information, as to the ages at which the parents have married, the 
number of children born, the number of abortive pregnancies. 
Added to which there is much information of value to the social 
worker as to earnings, rent, number of rooms occupied, and the 
number of occupants. 

Here it must be pointed out that the information is supplied by 
the mothers themselves, and thus the personal equation must be 
allowed for. There is the woman who likes to make out that her 
husband does better than is actually the case, and there is the 
woman who has got into the habit of always representing herself 
harder up than she is. These two classes probably counter- 
balance one another. If there are children earning, then we have 
the utmost difficulty in obtaining anything like accurate informa- 
tion as to the family earnings. There are also a few who 
refuse to give any information at all, as in the case of one woman 
who, when asked what her husband’s earnings were, replied, 
‘“‘ Well, I’ve been married to him all these years and I wouldn’t 
think of asking him such a thing.” 

In consequence of such factors as these various families have 
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had to be rejected, and this has reduced the actual number of cases 
on which the results are based. 


It seemed necessary at first, in view of the popular cry of the 
need for more population, to see if any connection could be traced 
between the child’s chances of growing to be an adult and the 
rapidity with which the children in any family followed one- 
another into the world. Does a rapidly increasing family take 
toll of the mother’s health to the extent of decreasing her re-pro- 
ductive efficiency? If so, can we trace the effect on an increased 
rate of infant mortality ? Herein of course are many complications, 
for the rapidly growing family may mean an ill-housed family, and 
also ill fed, which may influence the child’s chances of life as much 
as does the lack of strength of the mother, and may even be the 
main cause in producing the ill-health of the mother, which is 
attributed to the effect of the rapidly recurring pregnancies. Quite 
how to separate these factors is difficult to decide, but it seemed 
that some such separation might be arrived at by making two 
different examinations. In the one set the miscarriages were not 
included, while in the other set they were, for in the latter the 
health of the mother would be exerting a greater influence than 
in the former. This distinction having been made, all families, no 
matter what their size, were considered ; then separately were con- 
sidered the families in which there were five children or more, and 
those in which there were less than this number. 

Taking the families of five children or more, in 69 out of 95, that 
is to say in 72% of them, the average time between the births did 
not exceed two years; in 28 cases, that is in rather more than a 
quarter, one and a half years or less was all the time that elapsed 
between the births. When this short period is coincident with a 
large family we find a high percentage of infant mortality, in fact 
considerably higher than when the families are still small. This 
is seen in the following tables :— 


% of deaths. % of deaths. % of deaths. 


Families of Familiesof All families. 
Time between births. 5 ch. or more. under 5 ch. 
One year and under... 46.5 ee 32.1 a 35.1 
Over 1 year, under 1} 35°55 bis 18.8 ies 30.3 
Over 1} years, under 2 32.9 ee SS  *«. 23-4 
Over 2 years, under 2} 15.0 ea 16.0 ree 14.8 
Over 2} years, under 3 12.7 sis 5.0 sn 11.6 


In the above tables miscarriages have not been included, and 
we see, with one exception, and probably not a very important 
one, a very steady decline in mortality as the period between the 
births increases. The very sharp fall for the large families and 
for all families taken together that occurs when the period between 
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the births is more than 2 years seems to suggest that, both with 
large families and with small, the chances of life are greater if the 
time elapsing between the births is longer. Further, the fact that 
the fall in mortality occurs much earlier in the case of the small 
family than it does in the case of the large seems to suggest that 
exhaustion of the mother is a powerful influence; for, when all 
families are considered together, the quite small and the large, the 
effects of over-crowing and under-feeding would tend to be less 
than would be the case when only large families were under survey. 

By drawing up a similar series of tables in which, however, 
abortive births are included, the following figures were obtained :-— 


% of deaths. % of deaths. % of deaths. 


Families of Families of All families. 
Time between births. 5 ch. or more. under 5 ch. 
One year and under... 46.5 ea 36.0 —_ 38.6 
Over 1 year, under 1} 35-2 ise 22.1 nes 30.1 
Over 1} years, under 2 26.0 oe 23.0 08 22.8 
Over 2 years, under 2} 16.4 os 24.7 oss 21.4 
Over 2} years, under 3 15-7 _ 2.5 eos 11.1 


Here, except in the case of the small family, we find the same 
steady decline, and it would therefore be as well to consider the 
exception first. The figure 24.7 is in all probability unduly high, 
as perhaps 2.5 is unduly low. When the number of families 
under consideration is small this is quite likely to happen, and 
the total number of families of less than 5 children for which there 
was sufficient data was only 99. But even as the figures stand 
there is a decline sufficiently great to at least suggest that the state 
of the mother’s health is here an important factor. 

If now the two series of tables are compared we find, that for 
quite short periods between the births, the tendency is for the 
figures in the second series to range higher. This of course 
one would naturally expect, for the inclusion of the abortive birth 
would naturally raise the mortality rate. It is doubtful, however, 
if this in itself would be sufficient to account for the very striking 
difference between the two tables for small families, especially 
when these are compared with the two tables for families of five 
or more children. There is no very important difference in the 
latter pair, whereas in the former, in which bad housing and 
under-feeding have much less chance of operating, the difference 
is considerable. Surely, then, we have some reason for concluding 
that the high mortality rate is in part due to the fact of the mother 
being exhausted by too rapid child -bearing, resulting in the 
children who are born alive, not being really healthy from birth. 
This argument, however, can only be complete when the health 
of survivors is carefully considered, and it is hoped in the future 
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to gather sufficient information as to the general health of the large 
family to show more decidedly whether or no such families have a 
real chance of developing into efficient adults. 

All this may, however, appear somewhat speculative, for there 
are other powerful factors that cause high mortality, which factors 
must be considered. Can we then in dealing with the same 
families find any direct relation between mortality and income? 
Here, again, difficulties are met, because the present incomes are 
war incomes, and the children who have died may have died 
when the family circumstances were very different. At the moment 
by far the greater number of the families under consideration were 
earning from 25/- to 35/- a week, clearly showing that these 
families are not of the poorest. The mortality, as compared with 
earnings, is as follows :— 


Earnings per week. Mortality. 

15/- and under 20/-__.... bit hos = 17 % 

20/- ,, aie | ae aes i obs 25 % 

25/- 5, SS ae wi pm we 18.7 % 

30/- ,, o Oe sae aS int 26 % 

35/- 5 — es im ae ie 22 % 

40/- and above ... see vie ; 8.5 % 
which results are altogether too erratic to make any conclusions 
possible. 


Next, then, we may turn to the important question of housing, 
and here in all probability the best test of the type of housing 
afforded for each member of the family is to divide the whole 
rent paid by the total number of occupants. This appears to me 
to be better than merely to consider the number of occupants per 
room, for a large airy room can better stand the strain of too 
many people than perhaps can two inferior rooms; moreover, the 
actual rent paid in any given area bears a decided relation to the 
type of accommodation for that area. Dealt with in this manner 
the relation between mortality of children and the type of accommo- 
dation is expressed in the following table :— 


R 
“(twa Mortality. 

0.5 and under 0.75 ... se sis a 22 % 

0.75 55 oe ee on hare wie 18.6 % 
ae a ote line ile ine 18.4 % 
cS w oe ae ie hea aie 9.8 % 
a o 28 wait ake ub 14.4 % 
ee y- 3 ne -_ ae 10.0 % 


Here we have a sufficiently striking table. The exceptional 
figure 9.8 has to be accounted for; it can hardly be due to the fact 
that the magic amount to pay per week per person in rent is 1/6, 























THE INFANT WELFARE QUESTION 127 


though here the mortality for 21 cases was only 5%. But putting 
aside this exceptional figure we do obtain a considerable decline 
in infant mortality as the amount paid in rent for each member 
of the family increases, clearly showing, that which is already 
so well recognised, that the people are insufficiently housed to 
give their children a fair chance of life; and if this be considered 
in conjunction with the fact that incomes bear no relation to the 
size of the family, we realize that the reason for this bad accommo- 
dation is an inability to pay for better. That the incomes have no 
relation to the size of the family is seen in the following table 
dealing with the same families :— 
Average income 
No of children. (in shillings). 
ae , ta Kes 29-7 
32.6 
29.0 
29-4 
28.3 
29.0 
30.7 
28.0 
10 one _ ea a 25.0 
Here we have a remarkably slight variation, and the table 
clearly indicates that the large family does not have any more 
to live upon than does the small, which in itself is sufficient to 
show the inability of parents to house their children in a way in 
which such children should be housed. In fact, the parents are 
unable to take on more rooms or to move to larger rooms in order 
to accommodate their growing families. The children are born in 
spite of the parents knowing full well that they will be quite unable 
to supply these children with anything like the minimum of housing 
necessary to give them a chance of a healthy life. In spite of the 
average earnings of the families here surveyed being relatively 
high, over-crowding, with the usual relation to infant mortality, is 


© ON Auth w wv 


to be seen. ae anailiat 
No. of occupants Mortality %. ortality %. 
All families. Families of 
gictereaa — 3 ch. or more. 
I person, and under ..._... 5 10 
Under 1.5 personsover!_... 14.4 16.7 
Under 2 persons, over 1.5... 21.0 26.5 
Under 2.5 persons, over 2 ... 17.0 an 21.0 
Under 3 persons, over 2.5 21.5 io 26.6 
Under 4 persons, over 3... 21.5 one 26.0 


How far then can we argue that the infant mortality rate is 
dependent on bad housing conditions, and how far dependent on 
the rapidity of the recurrence of pregnancy? This question can be 
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in no way definitely answered, but an attempt to do so may be 
made by considering the families of 5 children or more. With 
such families, of those among whom the infant mortality rate was 
25 % or more, 37 % of them paid a rent that amounted to less than 
10d. per head per week, whereas the same rate of rent was paid by 
36 % of those among whom the mortality rate was less than 25 %. 
Further, 55 % of those with an infant mortality rate greater than 
25 % were paying a rent of less than 1/- per head, while 74 % of 
those with a mortality rate of less than 25 % paid this rent. 

Or, using a different basis, 47 % of those whose mortality ratie 
was > 30 % were paying less than 10}d. per head per week in rent, 
whereas this was paid by 53 % of those where mortality rate was 
< 30%. And 58 % of those with a mortality rate > 30 % pay 1/- 
per head or less, as compared with 69 % of those whose mortality 
rate is < 30 %. 

Thus, with the large family, it certainly appears that some force 
other than housing is influencing the chances of the child’s life, 
and from the previous tables it may fairly be suggested that the 
rapidly recurring pregnancy is this force. 

So many schemes for the preservation of child life are now being 
suggested that one trembles a little to think what the results 
may be. In the Report on Child Mortality (Cd, 8496.) that 
has just been issued,’ we find in Section XI the usual statement 
reiterated that large families are nationally desirable, and I venture 
to suggest, as many others have also done, that this is a statement 
that requires critical examination. 

Nora MILNEs. 
1. April, 1917. 
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MONEY-LENDING AMONG THE LONDON POOR.! 
By V. DE VESSELITSKY AND M. E, BULKLEY. 


So many books and articles have been written on the subject of how 
the poor live that it would seem perhaps, that there is little to add 
to the existing stock of knowledge on this question. There is, 
however, one aspect about which very little appears to be known, 
namely, the prevalence of borrowing among this class. There are 
several well-known methods to which recourse may be had when 
the family finances are depleted. The rent may be allowed to fall 
into arrears, the household possessions may find their way to the 
dealer or the pawnshop, or, if the family’s standing is sufficiently 
good, credit may be obtained from the local shopkeeper. But there 
is another method, far less well known and far more baleful in its 
results, viz., recourse to a money-lender. It was to ascertain how 
far this practice prevails and upon what terms the use of money 
can be obtained by the poor, that we undertook the present inquiry. 

It is perhaps advisable first to say a word as to the method we 
adopted. It was obviously impracticable to make visits with the 
sole ovject of ascertaining whether the family had had recourse 
to a money-lender, since this question had to be led up to carefully, 
and anything in the nature of a house-to-house inquiry was there- 
fore out of the question. The only practicable method was to 
select households which were being visited in connection with some 
other object, and then, in the course of the usual inquiries into the 
family circumstances, to lead the conversation to the subject of 
borrowing. The names were taken mainly from two sources: the 
list of applicants for relief from the Prince of Wales’s fund, includ- 
ing cases recommended for the workrooms, and the list of ‘‘ dental 
cases ’’ in connection with the School Care Committee. They were 
practically all householders, and might be described as fairly 
respectable, no occupants of furnished rooms being included. The 
district chosen was Limehouse. 

There were, of course, impediments to the inquiry in the 
atmosphere of secrecy and gloom which envelopes the subject of 
loans, and the people’s disinclination to give any information 
concerning them is in striking contrast to the readiness—one might 
almost say the pride—with which pawntickets are displayed. While 
her hands are full of these credentials of respectability the applicant 
breaks out with, ‘‘ No, Miss, I never drink!’’ when the word 


1. This article is the result of an inquiry undertaken by the Ratan Tata 
Foundation (University of London). 
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borrowing is mentioned. Thinking that she must be hard of 
hearing, the question is repeated, only to call forth a fresh outburst 
of pained protest. Sometimes the question is conducive to merri- 
ment, and, chuckling with delight at her perspicacity, the applicant 
declares that, whatever others may do, she “ain’t one of them 
what is going to bite off her own nose just to put more money 
into the pockets of them what lends it.’’ Some doubtless deny 
the fact of borrowing through fear of prosecution and imprison- 
ment ; others resent the imputation as a stain upon their good name; 
but in many cases reticence was rather due to consideration for 
their benefactor, ‘‘a poor woman who lets us have money when 
we needs it,’’ doing it only to oblige her neighbours, and who, 
of course, cannot afford the fee for registration, without which no 
one may lawfully practise the business of money-lending. One 
had to tread warily, moreover, for in trying to unearth a borrower 
one might stumble unexpectedly upon a lender. We conversed 
with one woman on the subject of money-lending in general for 
a whole hour and then suddenly discovered that she had been 
carrying on the business of lending herself for many years. 

Out of the first hundred women visited no less than forty-seven 
admitted to being or having been in the hands of money-lenders; 
ten others said they had borrowed money but were paying no 
interest, a statement which must be accepted with reservations (we 
found that some borrowers did not understand what the term 
“* interest’? meant); eight borrowed from loan clubs ;' thirty-two 
declared they did not borrow, though they were in the habit of 
pawning their belongings; while three neither borrowed nor 
pawned. The number in the hands of money-lenders is, however, 
undoubtedly greater than these figures would point to. It is a 
curious fact that the proportion who admitted to borrowing was 
greater among the ‘ dental cases’’—which would at first sight 
seemed a less fruitful source for purposes of the inquiry—than 
among the applicants for assistance from the Prince of Wales’s 
Fund. There is reason to believe that several of the latter denied 
that they were in debt, since this admission might prejudice their 
chance of obtaining relief. 

The numbers visited are, of course, too small to generalize from, 
but the figures suggest, at any rate, that the practice of borrowing 
is carried on to a very great extent. How serious the matter is will 
be apparent when we consider the terms on which it is possible 
for these very poor to obtain the use of money. There are two 


1. These loan clubs seem to enjoy considerable popularity. The members 
take shares, involving a weekly contribution, and can obtain loans, usually 
on more favourable terms than those granted by a money-lender. The funds 
of the club, i.e., the balance of the members’ deposits, and the profit 
obtained from interest on loans, are shared out at the end of the year. 























MONEY-LENDING AMONG THE LONDON POOR 13! 


systems of money-lending. A lump sum may be advanced which 
is repayable by weekly instalments. Interest is then usually 
deducted beforehand, at the rate of from ts. 6d. to 4s. or even 5s. 
in the pound. Thus if a money-lender advances £1, the borrower 
receives, perhaps, only 17s. 6d., 2s. 6d. being deducted for interest ; 
the loan is repayable in sums of, say, 1s. a week. The interest 
charged is considerable—it is, of course, more than 32} per cent. 
per annum (2s. 6d. on £1 for twenty weeks), for the borrower does 
not obtain the use of the whole sum for the whole period, but is 
constantly repaying it, and, moreover, has to pay the interest 
in advance. And there are other charges, fines for delay in re- 
payment, charges for letters, and soon. The usual fine for delay 
is $d. in the shilling a week for each instalment overdue, but 
sometimes as much as Id. in the shilling is demanded. A charge 
of 2d. or 3d. is made for each letter, and, if the borrower does not 
answer immediately and the lender has to write to the securities 
an additional charge of perhaps 6d. is made. 

This system of lending is much more favourable to the borrower 
than the other method, and is considered much more respectable. 
It is, however, only open to the better class of borrower, who can 
show a clear rent-book or give some reasonable security. Borrowers 
who can offer no such security must fall back upon the less 
reputable and far more disastrous method—though in its 
beginnings it looks so easy—of borrowing a shilling or two at a 
time. The usual practice is to borrow the money on a Monday 
and repay it with interest on the following Saturday. The interest 
is almost invariably 1d. in the shilling; that is, at the rate of 
608} per cent. per annum. Sometimes it is as much as 2d. or 
even 3d. in the shilling, but as a rule a would-be borrower would 
prefer to apply for relief than pay such a rate, especially at the 
present time, when so many forms of assistance are available. 
Borrowers who allow themselves to be victimised to such an extent 
are ‘‘ superior ’’ folk, who are too proud to apply for relief, or, it 
may be, wives who have borrowed without their husband’s know- 
ledge and have to borrow afresh on any terms to pacify their first 
creditor; often they are wastrels who want money for drink or 
gambling and can obtain it by no other means. 

A penny in the shilling, it may be remarked, is the rate of 
interest payable on Saturday, or whatever day the money may have 
been borrowed. A shilling borrowed on Friday must be repaid 
with a 1d. interest the following day. If the principal is not repaid 


1. We have met with one case where it was only }d., but this was 
exceptional. There is some evidence to show that money can be borrowed 
on easier terms than formerly. The older women questioned frequently 
spoke of a rate of 2d. in the shilling, the younger ones usually 1d. 
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till Monday, the interest is 2d. in the shilling, even if the debt was 
only contracted on the Friday. 

Who is the money-lender to whom the borrower turns in his 
or her need? It may be a company formed for the express business 
of money-lending; or a small shopkeeper who combines money- 
lending with his other ostensible business of feather-curling, green- 
grocery, or the hiring-out of garments ; it may be a friend or relative 
of the publican, who stands by the side of the bar ready to oblige 
a customer; it may be ‘‘a woman who goes about seliing tea ’’ or 
**the woman who keeps the tan factory across the road ’’ ; often one 
can obtain no more explicit information than that it is ‘‘ a woman 
round the corner,’’ or ‘‘a woman like myself across the street.”’ 
The male money-lender usually deals in larger sums, granting loans 
of one or more pounds, while the female lender more frequently 
deals in shillings (the terms granted are, however, no more advan- 
tageous on the larger than on the smaller amounts, interest at the 
rate of 1s. 8d. in the pound (i.e. 1d. in the shilling) being the usual 
amount charged per week). The women are apparently sometimes 
the agents of the loan companies obtaining a commission on the 
business they transact ; sometimes they would appear to be middle- 
women, borrowing money themselves at a lower rate and lending 
it out again at a higher rate; sometimes they are merely women 
of a thrifty disposition, who have saved money and thus turn it to 
a profitable use, or soldiers’ wives who find themselves unexpectedly 
in possession of a surplus income;! or they may be friends or 
relatives of the borrower. Under the Money-lenders’ Act of 1900 
all who carry on the business of money-lending must register them- 
selves, but, as might be expected, a large proportion of these women 
are not registered. 

It may be of interest to consider now in some detail the economic 
circumstances of the borrowers, the reasons which prompted them 
to have recourse to this method of obtaining money, and the results 
of this borrowing. 

We find, in the first place, that our forty-seven borrowers are, 
with only two exceptions, all married people. It is not apparently 
that widows do not try to borrow, but theirs is usually the hopeless 
poverty on which the most enterprising money-lender is not willing 
to hazard her savings. Some modicum of security must be forth- 
coming in the shape of men-folk capable of earning. Thus a 
woman who is in the habit of borrowing constantly told us‘that she 
cannot obtain a loan unless her husband is in work or has 
immediate prospects of work. From the point of view of the 
money-lender the most profitable victim is the conscientious 


1. We met with three cases where soldiers’ wives had taken to money- 
lending since the outbreak of the war, and were making a flourishing 
business out of their separation allowance. 
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muddler wedded to the lazy brute who yet can do an occasional 
day’s work, or, most fruitful source of extortion of all, the wife 
who contracts debis without her husband’s knowledge and lives in 
terror of his finding out. 

From the horror with which applicants for relief repudiated the 
suggestion of borrowing one might imagine that loans were usually 
contracted for some sinister purpose of which even a beggar should 
be ashamed. It appeared, however, that in the majority of cases 
the object was harmless or even laudable, and that the first loan 
often represented a clumsy attempt at independence—the desire to 
escape from a pauper funeral, to keep the children off the school 
meals list, to buy a pair of boots for the mother or a suit of clothes 
for the eldest boy, who cannot go out to work in his habitual rags, 
or to purchase little extras in times of sickness. Out of our forty- 
seven cases, in only three was the money needed for what might be 
called a business purpose. A hotel waiter borowed £30 to start a 
shop for his wife; a cabinet maker, when in receipt of an order, 
was obliged to borrow money to purchase the necessary material ; 
while a ferryman had recourse to a money-lender to obtain the 
means of repairing his boat. In three cases the loan was contracted 
to meet the funeral expenses of an uninsured member of the family. 
In two cases the absconding of an unscrupulous lodger left a 
deficit in the household finances. But in the great majority of 
cases the money was needed to meet the current expenses of house- 
keeping, it night be through illness, strikes, or the failure of a 
firm, or the high prices of food and fuel occasioned by the war; but 
far more often the cause was chronic—the casual employment of the 
breadwinner, his permanent ill-health or disablement, or the bad 
management of the wife. Casual employment, indeed, was the 
prevailing factor. Though, for instance, the primary reason may 
have been bad management, yet this was really a result of the 
irregularity of the income which rendered economical housekeeping 
almost impossible. 

Unfortunately, so heavy is the rate of interest that, when once a 
debt has been contracted, it becomes increasingly difficult for the 
borrower to escape from the lender’s clutches. Many of those who 
were first driven to borrowing through some temporary misfortune 
have since become chronic debtors. The debt of a shilling or two 
mounts up till it becomes literally several pounds. At first sight, 
borrowing seems such an easy way out of a difficulty. On a 
Monday morning, when every available bit of clothing has passed 
over into the pawnshop and yet the rent money is still a shilling 
short, the mother of a family hails with delight the appearance of a 
friend who magnanimously holds out the coveted shilling on the 
understanding that thirteen pence will be restored to her on the 
Saturday. Only a penny for interest! This penny seems at the 
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moment a very paltry sum with which to repay so signal a service, 
and on the following Saturday the borrower hastens to fulfil her 
promise. Then comes Monday : there is nothing left to pawn, so 
that a larger sum is needed ; two or three shillings are obtained on 
the same terms, and are repaid again with interest and gratitude 
on the Saturday. Gradually a larger and larger sum is borrowed 
each Monday. Then comes an unlucky week when the husband’s 
earnings are reduced almet to nothing, and, overwhelmed with 
shame, the debtor has to ' ;>.ore her creditor to accept the interest 
unaccompanied by the <.rn of the principal. The generous 
money-lender agrees to this, and is even willing to increase the 
loan, which from now on is no longer repaid on a Saturday, but 
becomes a standing debt.' Eventually £5, £6, £7 will have been 
spent in interest, while the debt, now amounting to perhaps £3, is 
still unrepaid; then come the weeks when the interest itself is 
difficult to find, and the unpaid arrears go to swell the debt, and 
again call forth fresh interest. To quiet her creditor, who now 
assumes a threatening attitude, it is necessary to borrow from 
other money-lenders, who may charge 2d. or even 3d. or 4d. in the 
shilling. These new creditors also begin to agitate for repayment. 
Then come the sleepless nights and the days filled with terror and 
despair until suicide looms up as the only means of escape. 

This is no fancy picture. Mrs. L. borowed a small sum on the 
usual terms of a td. in the shilling. Debt and interest kept on 
increasing till she was nearly driven mad by the worry. One day 
she disappeared and the neighbours all thought that she had 
drowned herself. Happily for her peace of mind, after she had 
paid £5 10s. in interest on a loan of £3, the money-lender died, 
thus releasing her from the necessity of repaying the principal. 
Another borrower had, however, no such means of escape. As 
usual, the original debt was for a trifling amount of only a few 
shillings. Mrs. X. was not a good manager, and, unable to make 
both ends meet on the sum her husband allowed her, and afraid 
to tell him of her difficulties, she had recourse to borrowing. The 
debt increased enormously, and in order to pay the weekly interest 
she had to borrow from other money-lenders. Finally, getting 
deeper and deeper into debt and seeing no hope of freedom from 
this burden, she hanged herself. Though these extreme cases 
are exceptional, we could cite not a few others where the debt had 
proved an ever-gnawing anxiety and a source of much misery. In 
fact, out of our forty-seven cases, in no fewer than twenty-one the 
results of borrowing must be characterized as distinctly harmful. 
By this we do not mean merely that much money was wasted—that 

1. When the debt is not repaid each week, but is a standing one, the 


interest is reckoned from Monday to Monday. The rate (at 1d. in the 
shilling) is 4334 per cent. per annum. 
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criticism would apply to every one of the cases without exception— 
but that tragic complications ensued, leading to moral deterioration 
which cannot be measured in terms of £ s. d., the home broken 
up to meet the interest on the debt, hopelessness and despair on 
the part of the borrower, relations between husband and wife 
marred, and domestic harmony destroyed. 

It may be asked, why do the borrowers submit to the payment 
of such a high rate of interest ? Often there is no written agreement. 
(This is not due to the borrower's foresight, for these people are 
quite used to appending their names to documents which they have 
not read—perusing them would doubtless be considered a breach 
of etiquette—but the absence of any written agreement is necessary 
for the protection of the lender, who is carrying on the business 
without being registered.) And even when the transaction is legal 
the borrower could frequently obtain relief from the courts. There 
is in England no limit fixed by law to the amount of interest which 
may be charged, but by the Money-lenders’ Act of 1900 it is 
provided that if there is evidence which satisfies the court that the 
interest or the amounts charged for expenses, inquiries, fines, etc., 
are excessive and that the transaction is harsh and unconscionable, 
the court may re-open the transaction and relieve the person sued 
from the payment of any sum in excess of what the court judges to 
be fairly due. When the amount of the debt has been paid two 
or three times over in interest in a short space of time, when, for 
instance, £4 has been paid in interest on a debt of 12s. in about 
eighteen months or £2 10s. on £2 in the same period—these are 
actual instances—the judge would presumably consider that enough 
had been paid to satisfy the creditor without the repayment of the 
principal. But the borrower is, as a rule, far too helpless and 
ignorant to dream of applying to the courts for protection. On 
the contrary, she lives in terror of prosecution by the lender. The 
latter is naturally more versed in the ways of the law and can 
successfully “ dodge ’’ its provisions. We were told of one money- 
lender who was always successful in any cases she brought into 
court, for her practice was to require a receipt for any money 
lent, but never to give the borrower a receipt for the interest paid 
on the loan, and the borrower was therefore unable to prove how 
much she had paid in interest. But, apart from the fear of 
prosecution, the debtor, unfortunately for her peace of mind, fre- 
quently possesses what she calls her “‘ principles.’’ There is a 
touch of dignity in the way one of these hopeless muddlers, when 
questioned as to the existence of any written understanding, will 
answer, ‘‘ Just my word.’’ Frequently, of course, the borrower 
takes her liabilities lightly, adapts herself to the situation and learns 
to “let things go,’’ but it is astonishing in how many cases the 
borrower’s ‘‘ principles ’’ endure the strain of paying the debt over 
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moment a very paltry sum with which to repay so signal a service, 
and on the following Saturday the borrower hastens to fulfil her 
promise. Then comes Monday: there is nothing left to pawn, so 
that a larger sum is needed ; two or three shillings are obtained on 
the same terms, and are repaid again with interest and gratitude 
on the Saturday. Gradually a larger and larger sum is borrowed 
each Monday. Then comes an unlucky week when the husband’s 
earnings are reduced almost to nothing, and, overwhelmed with 
shame, the debtor has to implore her creditor to accept the interest 
unaccompanied by the return of the principal. The generous 
money-lender agrees to this, and is even willing to increase the 
loan, which from now on is no longer repaid on a Saturday, but 
becomes a standing debt.! Eventually £5, £6, £7 will have been 
spent in interest, while the debt, now amounting to perhaps £3, is 
still unrepaid; then come the weeks when the interest itself is 
difficult to find, and the unpaid arrears go to swell the debt, and 
again call forth fresh interest. To quiet her creditor, who now 
assumes a threatening attitude, it is necessary to borrow from 
other money-lenders, who may charge 2d. or even 3d. or 4d. in the 
shilling. These new creditors also begin to agitate for repayment. 
Then come the sleepless nights and the days filled with terror and 
despair until suicide looms up as the only means of escape. 

This is no fancy picture. Mrs. L. borowed a small sum on the 
usual terms of a 1d. in the shilling. Debt and interest kept on 
increasing till she was nearly driven mad by the worry. One day 
she disappeared and the neighbours all thought that she had 
drowned herself. Happily for her peace of mind, after she had 
paid £5 10s. in interest on a loan of £3, the money-lender died, 
thus releasing her from the necessity of repaying the principal. 
Another borrower had, however, no such means of escape. As 
usual, the original debt was for a trifling amount of only a few 
shillings. Mrs. X. was not a good manager, and, unable to make 
both ends meet on the sum her husband allowed her, and afraid 
to tell him of her difficulties, she had recourse to borrowing. The 
debt increased enormously, and in order to pay the weekly interest 
she had to borrow from other money-lenders. Finally, getting 
deeper and deeper into debt and seeing no hope of freedom from 
this burden, she hanged herself. Though these extreme cases 
are exceptional, we could cite not a few others where the debt had 
proved an ever-gnawing anxiety and a source of much misery. In 
fact, out of our forty-seven cases, in no fewer than twenty-one the 
results of borrowing must be characterized as distinctly harmful. 
By this we do not mean merely that much money was wasted—that 

1. When the debt is not repaid each week, but is a standing one, the 
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criticism would apply to every one of the cases without exception— 
but that tragic complications ensued, leading to moral deterioration 
which cannot be measured in terms of £ s. d., the home broken 
up to meet the interest on the debt, hopelessness and despair on 
the part of the borrower, relations between husband and wife 
marred, and domestic harmony destroyed. 

It may be asked, why do the borrowers submit to the payment 
of such a high rate of interest ? Often there is no written agreement. 
(This is not due to the borrower's foresight, for these people are 
quite used to appending their names to documents which they have 
not read—perusing them would doubtless be considered a breach 
of etiquette—but the absence of any written agreement is necessary 
for the protection of the lender, who is carrying on the business 
without being registered.) And even when the transaction is legal 
the borrower could frequently obtain relief from the courts. There 
is in England no limit fixed by law to the amount of interest which 
may be charged, but by the Money-lenders’ Act of 1900 it is 
provided that if there is evidence which satisfies the court that the 
interest or the amounts charged for expenses, inquiries, fines, etc., 
are excessive and that the transaction is harsh and unconscionable, 
the court may re-open the transaction and relieve the person sued 
from the payment of any sum in excess of what the court judges to 
be fairly due. When the amount of the debt has been paid two 
or three times over in interest in a short space of time, when, for 
instance, £4 has been paid in interest on a debt of 12s. in about 
eighteen months or £2 10s. on £2 in the same period—these are 
actual instances—the judge would presumably consider that enough 
had been paid to satisfy the creditor without the repayment of the 
principal. But the borrower is, as a rule, far too helpless and 
ignorant to dream of applying to the courts for protection. On 
the contrary, she lives in terror of prosecution by the lender. The 
latter is naturally more versed in the ways of the law and can 
successfully ‘‘ dodge '’ its provisions. We were told of one money- 
lender who was always successful in any cases she brought into 
court, for her practice was to require a receipt for any money 
lent, but never to give the borrower a receipt for the interest paid 
on the loan, and the borrower was therefore unable to prove how 
much she had paid in interest. But, apart from the fear of 
prosecution, the debtor, unfortunately for her peace of mind, fre- 
quently possesses what she calls her “‘ principles.’’ There is a 
touch of dignity in the way one of these hopeless muddlers, when 
questioned as to the existence of any written understanding, will 
answer, “‘ Just my word.’’ Frequently, of course, the borrower 
takes her liabilities lightly, adapts herself to the situation and learns 
to “let things go,”’ but it is astonishing in how many cases the 
borrower's “‘ principles ’’ endure the strain of paying the debt over 
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and over again in interest. In the case already mentioned, where 
£12 10s. was paid in interest on a loan of £2 in eighteen months, 
every penny of the original debt was then refunded. Some 
borrowers, though conscientious, are less long-suffering than others, 
and, after having repaid the debt two or three times over in interest, 
they ask to have it ‘‘ turned into a loan,’’ by which they mean 
that they should be allowed to refund the principal by weekly 
instalments, without paying any further interest. (This, it may be 
remarked, seems to be the generally accepted idea of a loan; 
curiously enough, a sum which is repayable in one amount and on 
which weekly interest is charged is not designated a “‘ loan ’’ at all.) 
Naturally the money-lender frequently objects to this course. One 
woman told us how, after disbursing large sums in interest, she had 
a miraculous dream in which she was instructed to pay back 
instalments of 2s. a week instead of continuing to pay interest on 
the debt. To her surprise the money-lender offered no objection 
and the debt was gradually wiped out. Even if the creditor will 
consent to the repayment of the principal by instalments only on 
condition that the debt is increased—for instance, if a debt of 
41 10s. is turned into one of £2—the debtor would gain by the 
change. For although tos. interest on £1 10s. seems a rather 
harsh bargain, yet it works out at a much lower figure than the 
apparently innocent penny in the shilling. A debt of £2 repayable 
within twenty weeks would only mean a payment of 2s. a week and 
then the debt is cleared, whereas £1 10s. borrowed on the weekly 
interest system means a payment of 2s. 6d. a week, and at the end 
of twenty weeks the repayment of the principal remains as remote 
as ever. 

This ‘* turning the debt into a loan ’’ seems at first sight a very 
simple method to which the borrower can easily resort. If there 
is no written agreement the lender cannot enforce the continued 
payment of interest. But this reasoning overlooks an important 
factor in the situation. Though the lender cannot call the law to 
her aid there are other methods by which money can be successfully 
extracted from the debtor. Threats and abuse can be used and 
even physical force. 

The opinion was constantly expressed to us that no one could be 
a successful lender who was not capable of administering a 
“hiding.”’ It is only by bullying that these women can get their 
money back. ‘“‘ They frighten the life out of us,’’ said one 
borrower, ‘‘ and that is why we have to pay up.’’ Another woman 
admitted that the interest had been literally shaken out of her by 
her creditor. Another who had paid up nearly the whole of her 
debt, but refused to pay any more interest on the balance of 3s. 
outstanding, told us that the money-lender had threatened to come 
and pay her out—“‘ that means to ’it me,’’ she explained. Another 
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woman who by a tremendous effort had reduced a debt of £1 to 6s. 
and was still striving to repay this, was sworn at and abused by 
the money-lender in the street; whereupon she argued that it 
was not worth while trying to sustain her reputation after she 
had been publicly insulted, so repudiated the balance of her debt. 
Whether the lender or the borrower gets the best of the bargain 
depends on which can offer the greater physical force or possesses 
the more lurid vocabulary. A powerful friend or relative is often 
a vauable asset. One woman who had meekly submitted to paying 
Is. a week interest on a loan of 12s. for eighteen months at last 
managed to reduce the debt to 6s. Her husband then falling out of 
work, she found it impossible to repay this amount, anl the debt, 
small as it seems to us, nearly drove her to despair. Fortunately, 
at this moment her troubles were made known to her sister, a 
woman of powerful frame, who threatened the poor borrower with 
the worst “‘ hiding ’’ of her life if she paid another farthing to the 
money-lender. Not content with this she brought her fiancé, a 
policeman, to call. The borrower was more terrified of her sister 
than of the money-lender—‘‘ You see, miss,’’ she explained, “‘ my 
sister is such a big woman ’’—and, urged on by her threats and 
those of the policeman, she bearded the money-lender, reminded 
her that the original debt had been many times repaid in interest, 
and declared she would pay no more. The lender protested and 
began to threaten in the usual way, but a counter-threat borrowed 
from the policeman’s vocabulary had the desired effect, and our 
friend has not heard from her to this day. In another case a wife 
who had contracted a debt without her husband's knowledge found 
herself unable to pay the interest and was obliged to tell him. 
The result was, we were told, a “‘ terrific row,’’ and both wife and 
money-lender were frightened into dropping the loan. 

The examples we have quoted, though few in number, are, we 
believe, typical of many others and give some idea of the extent 
of the evil of money-lending. In what direction the remedy should 
be sought is a matter for careful consideration. In many cases 
what is needed is not so much the opportunity of obtaining loans 
on favourable terms as the curtailment of opportunities of borrow- 
ing at all. To the thriftless muddler, the drunkard, or the gambler, 
stringent regulations, which rendered borrowing more difficult, 
would be nothing but gain. In other cases a loan is a less question- 
able benefit. It is, of course, obvious that it would be better to save 
beforehand against a rainy day, but where the full income is barely 
adequate to meet the ordinary needs of the household, it is difficult 
to put away anything beyond the death insurance—a form of 
saving which is almost universally practised. Even where some 
saving can be effected it will often not suffice for prolonged un- 
employment or some other sudden emergency, and borrowing in 
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some form or other becomes necessary. And in numbers of cases 
borrowing is a quite legitimate form of procedure. To the small 
trader or craftsman, the costermonger or the flower-seller, a loan 
may be a vital necessity in order that they may purchase the 
wherewithal to carry on their business. At the present time, in 
all such cases accommodation can only be obtained on ruinously 
extravagant terms. In the case we have already mentioned where 
a sum of £30 was borrowd in order to start a shop, the borrower 
repaid the loan in thirty weeks by instalments, but had to pay £11 
interest (he had understood he would have to pay only £8, but 
there was no written agreement); the cabinet-maker who had to 
obtain materials for his work paid the usual rate of 1s. 8d. in 
the pound; the ferryman who borrowed in order to repair his boat 
paid the same rate, even though he could offer some security in 
the shape of his boat, and he was for long saddled with the debt— 
he would have been burdened with it still longer but for the 
fortunate chance that he received compensation when the Rother- 
hithe Tunnel was opened and was thereby enabled to free himself. 
The epileptic who borrows money to tide him over his enforced 
periods of idleness, the wife who borrows whenever her husband 
gets back to work after a time of unemployment in order to feed 
him up, the mother who borrows to pay the funeral expenses of 
her child—all pay dearly for the assistance they receive. The 
wastefulness of the system is so obvious that it is not necessary 
to labour the point. It is one more example of the high prices the 
poor have to pay for everything in proportion to their poverty. 
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SPIRIT CREATIVE, 


A Stupy In SociaAt RENEWAL, 


WE have seen the impassioned unanimity of a nation at war, when 
everyone was out for the same all-uniting end, and the dissensions of 
party, class, sect and self-interest disappeared. Many exclaimed, 
‘**O, for this oneness of mind, this quickening flame, in time of 
peace! Why should we ever return to that helpless and unworthy 
chaos that we have known?’’ But there is no reason why they 
should ever do so. Our end, then as now, will be Civilization; and 
the end of Civilization is to afford every one of its people the noblest 
vision and the noblest life. What service do we propose, which 
shall be transparently and infallibly direct to this high end of 
Civilization? Let this article show a plan of campaign. 

First, we seek knowledge. We lack the deeper truth, a simple 
and universal outlook on all the manifold interests and activities of 
personal and social life. This is because we have not sought what 
is now called ‘‘ sociology ’’—a steady outlook on personal and social 
lifeas such. As the vast multiplicity of celestial movements requires 
the simple and universal theory of gravitation, which explains and 
foretells them all, so the complexity of human interests needs 
elucidation by the single and simple principle which develops itself 
in so great a manifoldness. Without the true key to Civilization 
we are without understanding or power. We suffer from entertain- 
ing a separate vision, separate standards of value and separate 
principles of conduct, for each of the many departments into which 
our life has become divided. We are distracted by partial and 
abstract ideals. Well, we want to work together at this knowledge, 
with people of the most various kinds, because all kinds have this 
supreme interest of the noblest vision and the noblest life for 
everyone and for all generations. This specific knowledge is 
claimed by the modern sociologist as his particular business. And, 
taking him at his best, he goes no little way towards justifying that 
claim, by cultivating his field in an adventurous spirit. Secondly, 
together with the simple and universal knowledge, we seek a simple 
and universal practice. We seek an art of Civilization, a service, a 
life, indeed a social body, which shall carry our knowledge into 
effect. 

We must make the plan of campaign clear right through from 
beginning to end, and sketch it firmly if roughly. First, then, what 
is Civilization? It is the growth of community in the love, celebra- 
tion and expression of the perfections, such as beauty, truth, 
justice, power, freedom and charity. Its end is to afford to each 
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of its people the love and enjoyment of these perfections; that is to 
say, the noblest vision and the noblest life. And then, if we go on 
to define the fulfilment of personality, i.¢., the flowering and fruiting 
of anyone’s life, we shall see that personal life is identical with social 
life or Civilization. For the fulfilment of personality is unanimity 
in the love, celebration and expression of the perfections. Well, 
some such view of Civilization and of personality may provide that 
final truth, that simple and universal outlook, which we need for 
the study and co-ordination of all human interests. It distinguishes 
the vital unity which underlies and develops all the manifoldness 
which we see in history and the present world. It affords the single 
all-sufficient motive of personal life. It shows the practical methods 
by which we may supersede dissension and conflict, and secure 
social dignity, prosperity and felicity. It yields a creative art of 
society. 

Civilization is not less great than the human spirit. Its purpose 
is not merely to serve the temporal needs and delights of mankind. 
Its purpose is chiefly expression, the expression of justice, peace, 
freedom, power, charity and other splendours. We all habitually 
judge of it by this test of expression. When the story is told of an 
ancient people we ask what was their spiritual contribution. How 
did they love the several perfections and how did they express their 
love? We ask to-day what is the soul of France, or of Russia, or 
of the United States? These are the questions that go to the heart 
of civilization. The world is uniting in a compact that a new 
Europe shall seek to express liberty and right. Life under tyranny 
may be pleasant and prosperous, but it is spiritually intolerable, 
because it expresses some dynastic or governmental pride, and not 
those supreme perfections which altogether claim us. 

Civilization is not to be confused with the visible treasures which 
it produces. They are only its instruments, valuable as they fulfil 
their purpose, baneful as they depart from it. We rightly revere 
our Commonwealth, the State or instrument of government, our 
laws and defences, the sciences and educational system, the fine 
arts, industry and trade, the press, civic opulence and enterprise, 
private wealth and gentility. But a people may be pre-eminent in 
all these, and yet be a monument of barbarism. Again, to confound 
Civilization with its treasures leads to a fatal practical mistake. In 
the old story of the Tower of Babel, a great people laboured to 
build a tower which should reach to heaven, but were smitten with 
divergence of speech and loss of community or unanimity, so that 
all their pride and toils and oppressions came to nothing. Our 
civilization has for a long time been in the same danger. We have 
laboured too much at the treasures (e.g., the industrial system, 
academic learning, the theatre, what you will); too little at the 
expression of humanity, that specific unanimity in the love and 
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celebration of the perfections which is the only source of treasures. 
Under the mistaken idea that the treasures exist for their own sake 
and constitute civilization, they have become ends in themselves, 
so that personal and social life is enslaved to their ruthless and 
separate elaboration. Life is thus subordinated to the material, 
intellectual and social means of life; and those treasures which 
should unite and illumine become more alien to one another, duller 
and more ineffective. Instead of serving a deeper and wider 
unanimity, a richer community, they promote difference and 
dissension. For the most part our treasures must be reproduced 
anew from personal and social life merely expressive of humanity 
itself, and of unanimity in the love of the perfections. Nay, that 
they must always and in every place be thus in process of renewal 
may perhaps turn out to be the most felicitous discovery of our 
generation. If the gardener desires flowers and fruit, he labours not 
directly at these, but rather at the choice of stock and at cultivating 
the soil. But there is an art of civilization as there is an art of 
gardening, and we must work according to the art or lose our 


labour. 


THE PERFECTIONS. 


The perfections are the objects of universal desire and love, 
and their love in common human life is the basis of unanimity. 
They are conspicuous to everyone, and everyone’s nature is to love 
them. In some way or other they belong to ultimate Reality. We 
come from them and we go to them; and this is the subject matter 
of philosophy and of theology. Poetry is the expression of our 
kinship with them. They have, somehow, concrete objective 
reality ; they have the character of unity (¢.g., ‘‘ Beauty is truth; 
truth, beauty ’’); they have the character of generosity (as Wisdom 
says : ‘‘ I love them that love me’’). The perfections are not merely 
natural sentiments, abstractions, subjective ideals and aspirations; 
they are real beyond all other reality ; they are before all and above 
all and in all. Man is far more than a product of Nature, in the 
sense of the universe of space and time, regarded as a self-dependent 
system. He is a God-like being, whose home is in the kingdom of 
perfections; and this kingdom we know more clearly and with 
more complete unanimity than we know anything else. He brings 
with him the love of them, and this grows all through his life 
long after he has lost every earthly comfort. He gives up all 
other values for truth, beauty, freedom, mercy and the like, and is 
ready to die for them. Well, this God-like being must make for 
himself a heaven on earth; he cannot heip it; no other occupation 
is good enough for him. The glories and graces of home must be 
realized and enacted, to the best of his ability, in this arena, which 
in a certain sense is evidently exile. His princely spirit seeks 





i od 








142 THE SOCIOLOGICAL REVIEW 


princely satisfaction. So, “‘ all man’s Babylons strive but to impart 
the grandeurs of his Babylonian heart.’’ Civilization is expression. 

So also is personality. In the grand simplicity of the child, 
the peasant, or of humble age, we see humanity expressive as Nature 
is, untroubled by fantastic ends, and marked by the spacious peace 
of the perfections. The nearer to earth man is, the more we see 
him God-like. We realize that his nature is to be so, and that 
we must for ever understand and deal with him in that light. 
But we see, further, that there is a definite kind of life which is 
universal, proper to humanity, and normal because expressive of 
reality. It is the lowly life which accepts the simple, common, 
elemental conditions of our nature and destiny; not shrinks from 
them, nor tries to rise above and contemns them; but rejoices in 
elemental life, lives it, and finds all therein. Its mode is not ‘‘ I am 
myself ’’ (to make the most of myself), but ‘‘ 1 am humanity ”’ (to 
do and suffer and enjoy that which is appointed to mankind). 
Humanity itself, and none of its grandiose ends, is what we are 
to seek ; life more abundant, and not more abundant means. This 
elemental life, close to earth, of God-like man, is the seed of all that 
is strong and noble. Thence we derive a germinal method, and 
say, ‘‘Let us leave everything else and concentrate to reproduce the 
seed.’’ In the words of sociologists who follow Le Play: “‘ from 
the elemental family, not only by bodily descent, but by social 
descent—that is, from their everyday life and labour—there develops 
the essential fabric of institutions and ideas, temporal and spiritual. 
No blossom, however rare or marvellous, whether of practical, 
intellectual or spiritual genius, but comes ultimately from this 
humble root—this tiny seed of simple daily human life.’’ ‘‘ Well, 
then,’’ anyone might say, “‘ let us sow and cherish the tiny seed 
of simple daily human life.”’ 

Expression is what we are here for. The divine says so, the 
poet knows it, the child does it all the time. It is expression that 
is powerful and justly honoured ; the city, the building, the worship, 
the play, the sculpture, the song, are the glory of civilization. Our 
life is expression, and no matter how obscure or weak or faulty, is 
great if it be but the expression of reality. This is the art to which 
the Oracle incited Socrates, bidding him ‘‘ make music ’’ ; it answers 
to the harmony of the perfections above, and on earth tames wild 
beasts and renews creation. Life speaks by intensely significant 
proportions, as a painting may show the radiance of noon though 
none of its surface be bright at all. Like its lesser arts, it will reject 
continually, if at any cost it may see and render. Saint Francis 
says: ‘‘I will have none of your treasures: I will have the 
splendour of God, the kinship of Creation, the loveliness of common 
human life ’’ ; and does more than anyone else to build our universi- 
ties. George Fox says: ‘‘ I will have none of your treasures: I 
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will have the light,’’ and goes a long way to build the Unite: States. 
There is no one who has not almost unlimited power; but it must 
be by expression, through the whole structure and texture of life. 
The popular political mode, ‘‘ I decree so and so,’’ is of little value. 
The sociologist’s mode, ‘‘ 1 observe and suggest so and so,” is a 
long way on but incomplete. We have yet to arrive at the 
creative mode, ‘‘I do so and so.”’ All art is the inspiration of 
work by love of the perfections, and the supreme creative art is the 
inspiration of the whole of common personal and social life by the 
same, so that it may be fully expressive. It matters little that the 
Hun destroys cathedral and library ; we shall some day rebuild them 
greater. We are children in civilization, and know as little of its 
resources as earlier peoples knew of the geography of the world. 
But we have the key to it. 

What shall we say, then, of the conventional standards of 
society, which are chiefly the expression of materialist values and 
of individual success? For we all know what is the general 
agreement, and even very respectable teaching, in this matter. 
It is that we should indeed inwardly love and believe according to 
reality, but that we should outwardly conform to these conventional 
standards, which, however, are the open negation of reality. This 
creates an impossible situation. The conventional prizes—money, 
comfort, lordship, popularity, reputation, pleasure and the rest, are 
good enough things in their way. But the cult of them is 
destruction. It is anti-social, producing an arid and uncreative 
individualism, bereft of gaiety, clogged with want and crushed by 
toil. Moreover, there is an incomparably better prize than these; 
and in practice there is only one thing to do, and that is to 
cut the tangle, to let the conventional standards go, and to come 
out on the right side of the dilemma. And that for this reason. 
There is one ultimate thing we must all do, or be lost. We 
must be sincere, or be lost. But to believe in reality, and at the 
same time to conform to standards which are the negation of reality, 
is organized insincerity. And insincerity, however highly organized, 
never built cathedrals nor civilization. 

We turn to the people who actually built them. Often in old 
writings we have come upon the joy and wonder of the traveller 
as he approached the site of some religious house, and exclaimed 
that surely here was heaven upon earth, civilization with all its 
treasures welling up from the perennial fountain of praise. Here 
men were mild, humble, brotherly, hospitable, cheerful, laborious. 
The lands teemed with produce; abundance seemed to be the 
infallible harvest of holy poverty. Here were wisdom and learning, 
leisured meditation and converse, and every influence to direct the 
mind to the light which is its home; Dominus I|luminatio Mea, 
graven over the library door, was here no idle legend. Here were 
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schools; chronicles were compiled ; books were multiplied and sent 
forth over the world. The place was a busy, expert college of 
rural economy, architecture, sculpture, music, philosophy, states- 
manship; it was a complete nursery of civilization. But all this 
rich flowering was borne on a quite definite stock, a definite kind 
of personal and social life, which was the deliberate expression of 
unanimity in the love and celebration of the perfections. 


THE NEEDED COMMUNITY. 


And now for the task which lies before our generation. We 
have to reproduce, in some other form, precisely this conspicuous 
unanimity in the service of human life and in the love of the 
perfections. We have to create a social organ deliberately expres- 
sive of reality. We have to plant the seed of high-power society 
amid the surrounding low-power society. If we indeed know in 
some degree what society or civilization is, we shall be able to do 
this; and inasmuch as it is the greatest need of our time, we are 
bound to do it. 

The need for unity of the most various kinds is obvious to 
everyone, but the way thereto is generally misunderstood. The 
attempt to unite existing differences on their own plane is a 
mistake ; you must create something higher and more universal in 
which the differences disappear. The differences arise through 
some cleavage of common human life, as when that life is cleft into 
a class which enjoys and a class which labours, and neither class is 
fortunate or fruitful. Or they arise through the pursuit of partial 
ends which fall short of the true end of life, or through the 
sheer lack of something concrete and noble enough to wean men’s 
minds from ignoble rivalries and alienations. The sound and 
feasible way of unity is to plant human life in its universality, 
inspired by the deliberate intention of its known end. However 
many differences it may then develop, they will remain the various 
organs of the same integral life. But always and in every place 
this social structure must be grown again and again from the 
seed, that is to say, from universal human life inspired by its known 
end. 

The modern sociologist is fully aware of our need of a social 
form which shall embody a highly unifying spirit, and rightly says 
that “‘the core of the problem is to arouse a personal sense of 
definite responsibilities including and transcending each one’s own 
life and work.’’ Again, ‘the readjustment of existing groups, 
institutions and interests to these needs and responsibilities cannot 
be expected to occur spontaneously. There is required some type 
of social organ specifically adjusted to aid the new birth. There are 
already tendencies pointing to an adaptation of both university and 
city in this direction.’’ The objection, however, in this respect, to 
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the city and even more to the university, is that as social organs 
they are highly differentiated. Neither represents or includes 
society in its universality. Both are far removed from the social 
root. The sociologist will find that he has to make actual and 
complete, in little, that which he would see realized on the large 
scale. He must produce society whole and entire, with all the 
functions of society, including labour reclaimed; rooted in those 
elementary conditions, which he emphasizes, of place, work, folk ; 
more productive than the factory; deeper, more thoughtful, more 
original and more educative than the university; more social and 
more ardent than the city ; showing especially, as none of these can 
do, the height and spaciousness of human life. This high-power 
society, wherever planted, will renew the life of its district, and its 
seeds will soon scatter down the wind. It will revive existing 
institutions, and will later go far to supplement or replace them. 
The ‘‘ core of the problem ”’ lies just inside the core which the 
sociologist has found. It is to create a body which shall in fact 
“include and transcend each one’s own life and work,’’ a body 
which shall worthily evoke that ‘‘ personal sense of definite 
responsibilities.’” The sociological principle that “‘ the renewal of 
life, the renewal of labour, and the renewal of thought, must run 
concurrently and in correlation,’’ demands a community, a “‘ place 
and work and people,’’ wherein the various human interests shall 
be continually renewed in their native organic unity; for diver- 
gences, monstrosities and sterilities are remedied, not by abstract 
thought or talk or print, but within the unity of social life, 
deliberately founded on unanimity. This body is needed, because 
the human spirit is at present literally disembodied. What is 
required of this body is no less and no more than that it shall 
express the human spirit, by answering conspicuously to the known 
end at once of civilization and of personal life. That is to say, it 
must stand conspicuously for unanimity in the love and expression 
of the perfections ; and conspicuously for the noblest vision and the 
noblest life for all. 

It is impossible to compute the greatness and manifoldness of 
the value which such a gift would have for men. A community, 
for example, of men and women and families, bent first indeed on 
unanimity (for this is the beginning and end of all society), but 
equally on technical excellence and on raising the day’s work to its 
due place as our primary offering, will do the greatest services now 
and in time to come. The mere power of such an instrument is 
obvious. Wealth must accrue from the great fundamental 
economies of co-operation carried to its highest level, of production 
for home use, and of a rich life that needs no vain expenditure 
to give it flavour; as well as from high technical skill producing 
things of known excellence. Because its work and skill and 
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knowledge will be as nearly as possible universal, it will give truer 
and more valuable education, from the lowest to the highest, than 
can as yet be found anywhere. The industrial system has broken 
down rural life; well, rural life will be renewed by a community 
of this kind. The young man or woman, for whom the war has 
done so much by giving each a worthy place, and by getting 
out the value that is in each, will in time of peace find the same 
spiritual and practical hospitality at the door of a community wise 
in manifold technical experience and devoted to helping all to their 
personal fulfilment. Every member of it will be immensely enriched 
and strengthened by the possession of a body evoking the same 
devotion as the soldier has for his regiment, the seaman for his 
ship, and the lad for the traditions of his school or college. But all 
these are matters not so much for writing as for action. The main 
fact is that spirit needs body, 1.¢., expression. We need society 
expressing the full range of life, and expressing in every fibre life’s 
ultimate values. We do not find it and therefore must create it. 
Low-power society fails to satisfy anyone, and fails to perform the 
functions of society, because it fails to express the love of the 
perfections and the love of man. It accepts, complacently or 
cynically, dissensions and partialities of every kind; that is why it 
is of low grade and has little vitality. But we ought rather to study 
unanimity and its profound secrets; study it in practice; study its 
higher and higher powers; for unanimity gives all. The popular 
mistake is to suppose that unanimity is an end towards which we 
have to aspire and labour. On the contrary, it is the first thing of 
all, the starting point. We have to begin always, anew, with 
unanimity. 
THE REDEMPTION OF LABOUR. 

Finally, in order to any sound reconstruction, we must carry 
out at once, and once for all, the redemption of labour. The work 
which is now left to a ‘‘ working-class ’’ must be reclaimed as a 
service due to society and as a necessary and wholesome function of 
personal life. The sociological dictum is that the renewal of life, 
of labour and of thought, must proceed together. Yes—but it must 
be within the same persons; not in different classes united only 
by the newspaper and the government official. Any division by 
classes can only repeat for us the distracted life, the degraded labour, 
and the feeble academic thought to which we have so long been 
accustomed. Surely the time has come when we should face up to 
things, with some kind of finality. From the beginning of history 
to this day there have been certain capital wrongs which have stood 
in the way. One of these has been the shirking of labour. Human 
life costs a certain amount of manual work, although, even at its 
highest and richest, only a small part of what is actually given to it; 
and this work is for the most part exacting and arduous. The 
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religious orders at their best were a noble protest to the contrary, 
but the general custom has been that the man or class who can 
come out on top of the others lives in ease and glory and makes 
the others do the work. Everyone knows to what oppressions and 
miseries and loss of human opportunities this evil has led. The 
matter calls, not for a political revolution, but for a moral revolution. 
There is no use in working at social reform unless you are prepared 
to eradicate at once, and once for all, this age-long root of social 
wrong, disquiet and infertility. 

The place of labour in social life, and equally in personal life, 
is gravely misunderstood and degraded. Labour is not a merely 
external necessity, the “‘ making a living’’ for community or for 
individual, to be got out of the way in order that life may then be 
lived; it is a vital function, intimately bound up with all other 
functions of life. It is an appointed communion with Nature, and 
with our fellows, and with the perfections. We need to do 
physical service in order that we may excel in use of the mind; 
however high a man’s interests may be, he must be expert in 
elemental matters if his work is to attain that breadth and sanity 
’which alone can give it value. The latest discovery of our school 
teachers has been that human nature is one and simple, so that 
training of mind cannot go forward without training of heart and 
hand ; they teach children the arts of the gardener, stock-keeper and 
carpenter, and so confess that primary labours are a means not 
only to making wealth but also to making persons. Indeed, these 
primary labours seem to be intended, not merely for physical 
sustenance, but more profoundly, ‘or the attainment of our spiritual 
end. 

Look how that sense of intention, design, creation, with all its 
practical guidance, has nearly perished from the modern mind, 
merely because our thinking and teaching have been entrusted to 
workless pedants. Truth is not got by the subtlest curiosity; it 
is got by a sense which belongs to wholesomeness of life and 
principally to love in work. The gardener knows what each soil 
is good for, what each season and each kind of weather is good for, 
until the pattern of his world is one design of goodness for man 
and his placid mind is familiar with Providence. But the percep- 
tion of beauty, freedom and every other perfection depends equally 
on wholeness of life, and therefore on art, which is love in work. 
Sanity of personal and social life is logically prior to the apprecia- 
tion of any worth. It is only reasonable therefore that we should 
first of all live a wholesome life of intended labour, a life expressing 
the realities of our condition. 

The supreme function of society or civilization is the fulfilment 
of personality, or the cleansing and training of the soul; and for 
this purpose social and personal life should be permeated by 
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primary labour. For the day’s work brings with it a great 
simplicity, and in this matter a great simplicity is nearly everything. 
Our real situation is one of entire simplicity, which, however, is 
easily veiled; ambitions, plans, prejudices, preferences, vanities, 
curiosities, ennuis, easily distract from the simple outlines of our 
fate. The fact is that our days lead, not to this or that, but only 
with inexorable simplicity to the grave. When we come to know, 
we find that there is nothing but God, and death, and the bit of 
road. It is a very simple situation, and the bit of road is very 
simple—a sequence of days, each day with its work ; and this work 
is, obviously, to do for our brothers and for ourselves those things 
which are desirable in view of the simplicity of the situation. Many 
have praised the contemplative life, the life of active beneficence, 
the life of poverty; I am not sure that the life of the day’s work 
may not be higher than all these, even higher than each in its 
own kind. 

So marvellous is the unity, the simplicity, of creation and of our 
nature and lot, that all good things, all victories, all achievement, 
all release, come from one undistinguished rightness which is love. 
Wars, oppressions, alienations, cruelties, ignorance, stupidity, fears, 
want, unrest, are powerless before the love of God and of man, 
expressd in the life of reality. So it is that there is one key of all: 
that the key of the soul’s peace is the key also of social prosperity, 
of economic soundness, of true knowledge and education, of all 
beautiful and worthy arts, and of a happy and noble people. We 
hold the key of all, and need only to apply it. 

We hear of great preparations for national life after the war : 
how there are to be vast developments of production and trade, keen 
competition with other peoples, new adjustments between capital 
and labour, a great campaign of education; how the State is ever 
to increase its dominance, mastering every detail of existence, 
regulating everything ; how life is to be a very arduous and bustling 
affair, more completely immersed than ever before in things of time 
and sense. But though these voices are very loud and confident, 
and sing lustily of the future, their tune is hopelessly of the past; 
it is out of date; it bears little relation to present fact or to any 
inspiration of the future. The future lies with the Creative Spirit. 

GEORGE SANDEMAN. 
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THE BANKER’S PART IN RECONSTRUCTION? 


I. 
A Heratic CRAFT AND ITS TEMPLE-PALACES. 


THE curious visitor who wishes to see the square mile of streets 
centering round the Bank of England, which calls itself ‘ the city,’ 
should be recommended to make a perambulation on a Sunday as 
well as on a week day. It is only in the empty streets and the 
undisturbed serenity of a Sunday forenoon, that the remarkable 
and symbolic architecture of city buildings can be observed. 
There are characteristic types, of which the half dozen relevan: to 
our purpose may be indicated. Impressive by contrast among the 
crowded grouping of many-storied edifices, stand out a few long, 
low, temple-like structures. These exhibit the massiveness, dignity 
and decorative opulence we associate with the monuments of a 
reigning cult. They are indeed the monumental creations of 
what, in fact and function, is the hieratic craft of to-day. Does not 
the Banker fill that mystical part in our contemporary economy ? 
By no mere accident, but in appropriate symbolism, the Bank 
of England reached its present many-acred immensity by absorbing 
and replacing one of the ancient city churches. Central and 
immeasurably impressive as it is, nevertheless the Bank of England 
cannot be taken as the normal variety of this architectural type. 
Its frowning walls and forbidding portals, though relieved by a 
wealth of classical adornment, yet convey too much the impression 
of a fortress. And that impression would be confirmed if the 
observer happened to be at hand, when late in the day, a company 
of soldiers marches into the building to keep watch and ward. 
The normal type is discoverable rather at the opposite end of 
Threadneedle Street; where attention is arrested by the confiding 
facade of the National Provincial Bank, with its fluted columns 
and gay Corinthian capitals, its sculptured frieze and statue-crowned 
cornice. And above all, the undefended acreage of plate-glass 
that fills the spaces between a long row of towering columns rising 


1. One of a series of papers prepared for the Cities Committee of the 
Sociological Society. Members of the society are most of them aware that 
the Cities Committee interests itself not only in research, but also in the 
practical applications thereof. Of late the Cities Committee has been 
investigating problems of Reconstruction, and amongst these it gives a 
foremost place to banking and finance. These it endeavours to treat from 
a comprehensive standpoint, including and transcending the customary 
economic approach. It needs scarcely to be added, that to the Sociological 
Society, which is an organization of purely scientific aims, there attaches 
no responsibility for the findings and practical recommendations of the 
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almost direct from the pavement displays the spirit of the building. 
Eloquent testimony is thus borne to an interaction of pride, loyalty 
and mutual service between the Bank and its public. To say that 
the style adopted here and elsewhere in the architecture of modern 
banks bespeaks an attitude of instinctive reverence on the part of 
the public towards an honoured and cherished institution probably 
undershoots the mark, True the banker has his enemies. But 
the manner of their hostility confirms rather than confutes the 
general proposition. Of clear and definite criticism there is little. 
Of denunciation and inuendo there is much. Pent-up feelings 
occasionally find humorous expression, as in the carving of a 
sprawling octopus in the very centre of the facade of a recent bank 
building in the city. But this may be only the joke of a lineal 
descendant from that medizval mason who carved under the seat 
of the Dean’s stall in a cathedral chancel an aged and portly cleric 
kissing a dairymaid. 

Another characteristic type (of which Lloyds Bank in Lombard 
Street is a passable specimen) has its grand hall of public reception, 
resplendent without in polished granite and imposing within by 
its monoliths and corridors, coloured cupolas and winding stair- 
ways. Above this grand hall rises the facade of a many-chambered 
mansion liberally equipped with those balconies and pillars, pedi- 
ments and cornices, which mark the pseudo-classic. To speak 
architecturally, this type of building is a Greek temple on which is 
piled a Renaissance palace. The frequency of its occurrence in 
the banking quarters of all modern cities of metropolitan finance 
is a symptom to be read by the student of sacred as well as of 
secular values. 

A few doors eastwards on the same side of Lombard Street as 
the foregoing compound of temple and palace, stands a plain 
Georgian mansion whose one mark of distinction is the hanging 
sign of the old-fashioned banker. The grasshopper, which for 
many generations has swung over the front door of Martin’s Bank, 
recalls the long and slow evolution of the old-time coin-dealer and 
money-lender of dubious repute into the modern banker, august 
and pontifical. Of all the high personages in the public life of 
to-day the precise rdle of the banker is perhaps least clearly 
realized by the popular mind. In order to analyse that réle, the 
inner shrine of this hieratic craft must be penetrated. Before 


ey attempting so hardy an adventure let us fortify our determination 
velba by some further observations from the outside. Crossing to the 
eae south side of Lombard Street we may discover, after a little search, 
: Sea ane the entrance to an obscure alley called Post Office Court, Here, 
aa : stowed away in a corner is a building of mean and unlabelled 
a: ° exterior with insignificant doorway. On enquiry, this unobtru- 


ae | f sive edifice is discovered to be the Bankers’ Clearing House. 
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The question inevitably arises why this contrast of magnificence 
in Lombard Street and meanness in Post Office Court. In part 
answer, one may note that the same contrast continues throughout 
the banking system. For instance there is on the one hand the 
costly and conspicuous publicity of the temple-palace facade pic- 
tured in the advertisement columns of the press, and on the other 
the modest line hidden in that small type news which give the 
figures of the clearing house returns. It is as though the banker, 
justly proud of the lordly pile which he modestly calls a ‘‘ head 
office,’’ was eager to show it to the world, but being a little ashamed 
of the clearing-house and shy of publicity for its functions, left the 
discovery of these to the inquisitiveness of newspaper readers, 

These things are symbols. Let us enquire into the underlying 

realities. To begin with, it is essential to grasp just what the 
clearing-house is and how it arose. Suppose for a moment that 
the clearing-house did not exist and that the system of clearing 
had still to be invented. In this state of affairs Lloyds Bank 
receives from its customers by post on a particular morning, let us 
say, 98 cheques drawn on the National Provincial Bank. The total 
amount of ihese is £31,000. In the absence of the clearing-house, 
procedure would revert to the old custom as follows: A messenger 
would be sent out from Lloyds to carry the 98 cheques across the 
breadth of the city to the National Provincial Bank. He would 
hand in the 98 cheques across the counter and receive in return 
431,000 in cash. After counting and verifying the £31,000 of gold 
or Bank of England notes, Lloyds messenger would carry this 
money back through the half-mile of crowded streets that separates 
his own Bank from the other, Arrived at Lloyds the messenger 
would hand the money to a clerk who would count it up and again 
hand it to other clerks and messengers, who finally would return 
a good part of it to its original source, i.e., the coffers of the Bank 
of England. 

On the same morning the National Provincial Bank of England 
receives by post from its customers, let us say, 101 cheques drawn 
on Lloyds, totalling £32,000. According to pre-clearing custom, 
a messenger would carry the 101 cheques across to Lloyds and 
bring back £32,000 in cash. But on this particular morning the 
two messengers meet half way across the city. The following 
conversation takes place :— 

Lloyds Messenger : How many drafts of ours have you got 
this morning ? 

Nat, Prov. Messenger : 
have you got of ours? 

Ll. M. : There are 98 in my bundle totalling £31,000. 

N. P.M.: Here’s an idea. You give me your bundle and I'll 


I’ve got 1o1, totalling £32,000. What 
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give you mine, and we’ll meet at 3 p.m. at the Mitre Tavern in Post 
Office Court ; and you bring the balance of £1,000 owing to me. 

The two messengers meet at the Tavern as arranged. All the 
drafts having been found to be good and the totals verified, Lloyds 
messenger is about to hand to his friend two Bank of England 
notes for £500 each in settlement of the balance. At this moment 
there happens to enter a messenger of the Bank of England. The 
business is interrupted for a friendly talk and drink between all 
three. Rather proud of their new scheme, the Lloyds and National 
Provincial messengers tell their story to the Bank of England man, 
He, not to be outdone in ingenuity, strikes in with this suggestion : 
‘* Why bother to bring Bank of England notes,”’ says he; ‘‘ we’ll 
all three meet here again to-morrow at three o’clock, and whichever 
of you two has to pay the balance, can give me an order to transfer 
that sum from your account at the Bank of England and credit the 
other with it.’’ 

This common sense suggestion appeals to the two original con- 
spirators, and being adopted is carried out next day. 

Now this is a true history after the fashion of Greek drama, 
which telescopes the events of several generations into the narrative 
of a single day. It isa story which simplifies and condenses as it 
were into a simple sequence, the successive adaptations of a long 
evolution in the art of clearing. But it is literally and historically 
true that the London Clearing System began with the instinctive 
adjustments of bank messengers meeting in the streets and com- 
paring notes as to their respective errands. It is almost certainly 
true that the next stage of development was shaped in the informal 
gatherings of bank messengers meeting in some unknown city 
tavern. These early origins go back to unrecorded customs of 
the 18th century. The recorded and official history of clearing 
does not begin till the nineteenth century, Certain it is that for 
many years the economies were practised in the direct simple ways 
of working servitors, before their superiors bethought them to 
“‘ organise ’’ the business. When formal organisation began there 
were of course great gains in the detail and extension of economy. 
But the big advances were only achieved slowly and sometimes in 
the teeth of stout opposition. 

A prolonged contest, for instance, was fought over what seems to 
us the obvious economy of paying clearing balances by transfer in 
the books of the Bank of England instead of by Bank of England 
notes. And this further story must be told in order to correct 
an excessive simplification in our one-day drama, and also because 
the history of the Clearing House is not only a symbol but also 
a parable. 

The leader of the “ old gang ’’ was one, John Martin, the head 
of that ancient banking house in the sixties of the last century. 
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Clearing balances, asseverated John Martin, had always in his time 
been paid in Bank of England notes. That was the right and 
proper way to pay them, and no other way could be correct. There 
could be no argument about it. Any alteration was not to be 
thought of. Most of the other leading Bankers were of the same 
opinion as John Martin, and their united efforts defeated for many 
years the proposal to pay clearing balances by transfer in the books 
of the Bank of England. Obvious as it seems to-day, this idea 
was of slow birth, and did not originate amongst professional 
bankers. It came from an outside student of banking, an ingenious 
inventor and mathematician, one Babbage, known to fame as the 
first maker of calculating machines. From Babbage the idea was 
adopted by an open-minded and enthusiastic official named Derby- 
shire, whose persistence and eloquence finally convinced even John 
Martin. This reform once established, the Martins, from being 
opponents subsequently became advocates of progress, and that is 
no small part of the parable. The present Honorary Secretary of 
the London Clearing House is a member of this family of heredi- 
tary bankers, and his tenure of office has been marked by many 
improvements and adaptations. 

Two large practical issues emerge from this historic survey. 
One is the question, what next great step forward is possible or 
likely ? the other is how, in the light of past experience, can such 
new advance be originated, accepted and achieved? The battle of 
the balances taken along with the original meetings of the 
messengers in the street and in the tavern, disclosed with diagram- 
matic simplicity the very mechanism not only of “‘ clearing ” 
reform, but even of all social progress. It must be a progress in 
which (to use the nomenclature of the founder of sociology), the 
People and the Chiefs, the Intellectuals and the Emotionals all play 
their respective and natural parts fr-ely and spontaneously, yet in 
duly concerted measure. If we want to get full value out of that 
high social invention, the Clearing System, we must thus ensure 
that it functions as a vital and integrated community. There must 
be acting messengers, and directing Martins, there must be intellec- 
tual Babbages and emotional Derbyshires. They must all act as 
free and alert individuals, yet combine as a team. 

The present Clearing House in its humble exterior recalls the 
old-fashioned tavern of its origin; but for the moment it would 
seem to have lost the corresponding qualities, viz., the speculative 
freedom and the generous initiative of that civic primary, the 
bar parlour at its best. ‘Can we not renew this spontaneity of 
human contact, and add thereto the resources of science and the 
impulse of national service ? If that could be done we should be a 
long way on the road towards solving one of the knottiest of current 
problems, viz., the socialising of the banker. Now the clearing 
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house is that part of the banking system which embodies a tradition 
and method of co-operant activity. It is the clearing system that 
brings together into a working unity the disparate fragments of 
the banking world. Without it the various joint stock banks 
and the surviving private banks are but the immature elements of a 
half-formed body. With it, they begin to be the integral parts of 
a developed organism capable of well-nigh unlimited social service. 

The Clearing House represents the Banks as united for public 
service; and the temple-palaces of Lombard Street, though they 
instinctively express the pride of a hieratic craft, yet also represent 
the ostentation of advertisers competing for gain from an impres- 
sionable public. As the banker becomes more fully socialised, he 
will replace the mean architecture of the clearing house by a nobler 
building, and will correspondingly simplify the grandiose edifices 
of his money-making business. 

Looked at it in another way the banks collectively are a flowering 
plant in the public gardens, grown up half wild, half cultivated ; 
the clearing house is the opening bud of the coming season; the 
public gardeners who hitherto have given but little thought and 
intermittent care to the plant may soon be beginning to discover 
new possibilities of florescence in the opening bud. Then they 
will ask themselves, what new crossings and graftings, manurings 
and seedings are needed to develop the promised latencies? These 
are questions to be experimentally answered. How to contrive such 
experiments? What preliminary analyses must be made; what 
resyntheses attempted ? 


Il. 


CREDIT AND DISCREDIT. 

There are shrewd and economical persons who consistently 
make their banker their private cashier. Petty cash is invariably 
got by draft on their bank account. Every item of income is paid 
without exception into the bank, and all disbursements of one pound 
and over are made by cheque. Thus they obtain in their “‘ pass 
book ’’ continuously, accurately and without effort, a private 
account of income and expenditure. In all businesses but the very 
smallest, the banker is to be sure already the comprehensive and 
automatic cashier. And this customary use of the banker as 
cashier in both business and private life has gone even further 
in some parts of America; for there are towns in the United States 
in which almost every man and many women have a bank account, 
—— it a habit to pay all debts by cheque even down to one 

ollar. 

Now in America, the Post Office issues half dollar books of 
stamps like the English two shilling one (but undisfigured by com- 
mercial advertisement). Suppose that by arrangement between 
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the Post Office and the banks of a thoroughly cheque-educated 
city, the half dollar stamp books were made legal tender currency 
for petty cash. It is manifest that within the bounds of such a 
city, money in the ordinary sense could be dispensed with. 
Extend the practice throughout a nation, and the Government 
would be relieved of its functions as coiner and currency maker. 
That might or might not be a socially advantageous situation. Its 
approximate realization in the customary usage of certain American 
cities may serve as an object lesson in the meaning of the cheque 
and clearing system—an invention which perhaps more than any 
other supports the hieratic réle of the banker. 

Towards penetrating a little further into the mystery of the 

cheque and clearing system, one might imagine a community 
making its own currency without recourse to the banker any more 
than to the national Government. To begin with they would 
appoint a Public Accountant, whose staff would register all the 
“* money ”’ transactions of the whole community. Then if A wished to 
pay so much to B, he would instruct the Public Accountant to make 
the necessary transfer in his books; and B’s acknowledgment that 
this had been done would complete the transaction. So far the 
procedure is simple enough. Less so when we reflect how large 
a part is played by secrecy and mystification in a world where 
success in business turns—as is currently believed—on the wiles 
of competition and the tricks of advertisement. We are on the 
horns of a dilemma. Either we must modify the general usages 
of business or we must divide the work of the Public Accountant 
into a more secretive currency department and a more open clearing 
department. In the latter alternative we are approaching the prac- 
tice of the ordinary banker who, as we have seen, does business with 
the right hand in Lombard Street and with the left in Post Office 
Court. 
In any case it were bootless to pursue the speculative issue of 
how to replace the banker, since the purpose of this paper is to 
take him as one of the major facts of everyday life and consider 
how to make the most and the best of him—but without paying 
quite so much toll as he is accustomed to demand. 

The cheque and clearing system has immensely amplified the 
role of the banker as social accountant. Concurrently it has simi- 
larly extended the range of his power and influence as master and 
maker of credit. Consider for a moment how the banker works 
his credit machinery. 

The recipient of a big cheque which for some unusual reason 
happens not to be “‘ crossed,” determines to convert it into imme- 
diate cash. He goes to the bank of issue and presents it across 
the counter to a Teller. Maybe the Teller recognises at a glance 
the signature of the drawer, and knows, without reference, his 
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banking status. It is the business of tellers to carry such things 
in their head for immediate application. They are chosen for 
shrewdness in judgment and retentiveness of memory, even more 
than for rapidity in reckoning. That is why they compose the first 
line of defence in those serried ranks behind the bank grille, But 
suppose the teller is in doubt whether to pay the cheque or not. 
He passes it back to that second or third line of clerical hierophants 
whose business it is to keep precise records of banking status and 
maintain them in varying adjustment to the mutabilities of life and 
fortune. But even these wonder-working auspices may be insuffi- 
cient to determine the fate of the cheque. In such an event, 
recourse is had to that inner shrine, where sits, in rhadamanthine 
judgment the august manager. 

While this great personage is considering the matter, in walks 
the very drawer of the cheque, who being an individual of conse- 
quence, has the right of entrée. A busy man, and confident of 
being granted the requisite credit, he has postponed the needed 
personal call, having assumed that the recipient of the cheque 
would pass it through his own bank and thus delay presentation 
till the cheque came through the clearing house. He was of course 
unaware that an absent-minded clerk had omitted to assure this 
customary circuit by “‘ crossing’ the cheque. And now a brief 
but significant ceremony takes place between the borrowing client 
and the lending banker, of which the essential rdle is the vesting 
in the bank, of a potential ownership in certain property of the 
client. The cheque is honoured, the credit granted, and the client 
endowed with a corresponding power of directing the energies of 
the world. 

Within certain conventions and the due performance of the 
relevant ritual, the banker’s credit machinery works automatically. 
It is in the arbitrary nature of the limiting conventions that reside 
the weakness of the system as a public service, and its strength 
in sustaining the privileges of certain classes, the charges of a 
hieratic profession and the opportunities of speculative finance. 
In London, for instance, banking credit tends increasingly to be 
based on stock-exchange securities, actual or potential, and hence 
follows a discouragement of certain types of enterprise (such as 
housing) which do not readily lend themselves to the ways of 
company promoters. 

In the manufacturing north, stock, book debts and orders in 
hand are customary sources of credit for big people, less so for the 
middling ones, and hardly at all for the small men. The masters 
of engineering shops employing two or three hands, the black- 
smiths and the carpenters, the art craftsmen, and all this would 
of energetic, inventive, self-reliant men of the handicrafts, and the 
small industries are outside the circle of bank credit. The same 
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story holds in the countryside. There, title deeds, live stock and 
crops are sources of credit—though very insufficiently it is said—for 
territorial magnates and big farmers, but to a small extent only 
for minor tenant farmers, and not at all for the smallholder and 
the cottager, the allotment worker and the gardener. In Scotland 
the personality and the prospects of young men entering business 
were formerly a customary source of credit, but probably less so 
now that the Scottish banks do a large London business through 
their metropolitan offices. 

Thus it is not only individuals who could use it advantageously 
that are without bank credit, but whole classes of productive 
members of the community are reduced to this wasteful state of low 
economic voltage. In addition to those mentioned above, there 
are notably the women of small business—dressmakers, milliners, 
laundrywomen, confectioners, poultry keepers, gardeners—all this 
body of skilled and resourceful women are practically outside the 
credit circle. 

Reflecting on these limitations, Some critics of the banking 
system declaim against the insufficiency of its volume of credit. But 
the wonder rather is that from their limited resources the bankers 
create as much credit as they do. The real and vital issue is 
surely this—do the bankers choose the right recipients for their 
favours? From the immense body of claimants, actual or poten- 
tial, for banking credit, few are taken and many left. Thus there 
is continuously at work, through the allocation of credit, a system 
of economic selection with far-reaching social consequences. The 
survival of certain types of personality, certain kinds of business 
activity, certain social classes, is all the time being favoured, and 
other varieties discouraged. Are the social and economic conse- 
quences such as best promote the national well-being and strengthen 
the country in war and peace? The banks collectively as makers 
and distributors of credit act as an agency of social selection, 
which in its range of influence is perhaps inferior only to that 
which is the most embracing of all, viz., marriage. For think 
what a double-edged sword is bank credit in our modern societies, 
where prestige and credit are so intimately associated. Thus by 
granting credit the banker imparts something more than economic 
power. By withholding it, he brands with a stigma of discredit. 
To him that hath is given, from him that hath not is taken away. 
For that age-long habituation of individualized societies, ancient 
and modern, the banker bears but a modest responsibility. — But it 
is a social law, whose operation drives us all the more impera- 
tively to scrutinise the banker’s criteria of selection and 
their national reactions. And for such scrutiny to be exercised 
one condition at least is clear. The allocation of credit needs to 
be performed somewhat less in the mysterious and competitive 
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secrecy of Lombard Street parlours and somewhat more after the 
open and co-operative fashion of the clearing house. For here, as 
elsewhere, secrecy tempts to profiteering. In the change from 
twilight to daylight the cause of competitive business might 
suffer, but the public welfare stands to gain, with corresponding 
increase of national productivity. 


III. 
ENTER THE FINANCIER, 


Midway in Threadneedle Street, between the Bank of England 
and the National Provincial Bank, may be seen one of those 
temple-palaces of the hieratic craft which to external sight differs 
from other specimens only in greater opulence of polished granite. 
Internally there is also the enrichment of marbie in place of stucco, 
and other signs of lavish prosperity. But closer observation dis- 
closes a mark of real distinction. Conspicuous among the adorn- 
ments of the great hall of reception are two fine head of elk. These 
tokens of the ‘‘ Far West ’’ impart to this Canadian bank that note 
of regionalism for which you would search in vain the metropolitan 
headquarters of the great English ‘“‘ provincial ’’ banks. So also it 
is not ashamed to call itself simply the Bank of Montreal. In 
coming to London it refrains from inventing a compound 
patronymic which conceals the original home in a vague suggestion 
of metropolitan origin. 

Functionally the colonial bank differs from the orthodox 
English type in that, like the German banks, it has frankly gone 
into the business of “ financiering.’’ At its worst, financiering 
means the ‘‘ promotion ’’ of speculative enterprise wherever there 
are greedy investors to be tempted and feeble or corrupt govern- 
ments to be hectored or bribed for ‘‘ concessions,’’ or ‘‘ natives ”’ 
and raw material to be exploited. At its best it means such regional 
development as building the Canadian Pacific Railway and plant- 
ing prosperous farmers in the wilderness of its track. In any case 
it means the wholesale manufacture of ‘“‘ securities,’’ the peculiar 
distinction of which is their potentiality of conversion into currency 
putatively established on a gold basis. The success of the financier 
resides partly in his skill in effecting the transformation of his 
potential into actual currency, partly in his direction of energies 
towards the production of goods and services which will valorize 
his paper wealth. 

This art of financiering has grown up and imposed itself on 
the old-fashioned banking which rests on the theory that excessive 
multiplication of credit and currency is corrigible by that Damocles 
sword of gold called “ convertibility.’”’ But the banker-financier 
defies the damoclean threat; and this he does by boldly assuming 
responsibility for the fruition of his prospective values. By pledg- 
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ing himself to deliver the goods—as, at his best he does—he 
becomes a supervisor and director of far-reaching economic pro- 
cesses. From the mere selection of credit-seekers amongst a crowd 
of aspirants, the newer banking passes on to the more creative 
phase of organization and application of credit. In these develop- 
ments of the hieratic craft reside great powers and refinements in 
the directing and controlling of communitary life and welfare. 
The corresponding political problems of how increasingly to use 
such powers for constructive effect and social purpose, and decreas- 
ingly for private profit have too long been evaded. Mere recourse 
to corrective and repressive measures which belong to an antece- 
dent era can manifestly be of little avail in preventing the evil, and 
still less in using and advancing the good that is in the system, 

Confronted by this complex problem, what practical suggestion 
has the sociologist to offer? A clue to the understanding of new 
types is often found by examining a specimen at the limit of varia- 
tion. To discover such varieties in the city involves no great 
searcli. Towering over the Bank of England on its northern side 
is a temple-palace of finance whose exterior, in structure and 
decoration, conveys an impression of considerable divergence in 
functional type. From the general appearance of this edifice, and 
particularly from its byzantine arches, its gothic windows, and 
here and there a touch of classic moulding, the observer would infer 
—and accurately so—the domicile of one of those cosmopolitan 
Finance Houses of Jewish origin. And an internal survey would 
reveal a type in which is touched the limit of variation from that of 
the orthodox English banker. In one important respect this 
cosmopolitan order of banker-financier precisely reverses the rdéle 
of his English prototype. And since in this reversal of tendency 
we find a hint of practical policy in public finance, it becomes neces- 
sary to analyse the phenomenon in some detail. The suggestion 
hinted at is nothing less than the possibility of substantial reduc- 
tion of interest charges and especially those on the public debt. To 
examine this situation necessitates perhaps a little repetition. 

The typical operation in finance as practised by the great 
masters of the type under consideration has four stages. First 
there is the initiation of an enterprise of distant maturity. Next 
there is the creation of paper securities which capitalize the future 
undertaking not at its present value but at its estimated ‘maturity. 
And thereupon ensues that elaborate campaign of skilful and 
bold generalship in using the interacting forces of Journalism, 
Law, and the Stock Exchange to exalt the manufactured securities 
to a height of prestige which ensures their credit-ranking at the 
old established Banks, Maybe, it is this elevating power of 
this new branch of the hieratic craft that earns for it, in the logical 
accuracy of French speech, the designation of la haute finance. 
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Finally, and in due course, comes the directive stage of the opera- 
tion. This consists in the more or less prolonged nursing and 
supervising of the new enterprise mainly in the interest of its 
financial parents and their group, who by the creation of ‘‘ share 
capital’’ (more or less ‘‘ deferred”) have put themselves in 
possession, at once, of “control ’’ and of a residual proprietorship 
quaintly called the “‘ equity ’’ of the business. 

This financiering is by no means modern in origin, but 
during the last generation of the 19th century it achieved a certain 
perfection of finish. Incredible masses of new securities were then 
“* floated,” though in a somewhat waterlogged condition. Amongst 
the many unforeseen and unpremeditated consequences was a 
certain shifting of the banking centre of gravity. The banker 
of the old order obtained his profits under the name of “‘ interest.’’ 
But for the banker-financier ‘ interest’’ was what the public 
received in return on a “‘ secured’’ investment. Hence while the old 
banker was essentially a receiver of interest, the new banker 
financier was a payer of interest. The one therefore had as his 
prime impulse an effort to raise the rate of interest, and the other 
to lower it. Hence under the dominant régime of the latter, all 
those various tendencies which during the last quarter of the roth 
century went towards a lowering of the rate of interest were 
emphasized and accelerated. The less the “ interest’’ paid to 
actual investors in a given enterprise, the greater the gain to the 
banker-financier, since he and his group took the balance of the 
revenue after running charges and certain other items were met. 

Under pressure of various and manifold tendencies reinforced 
by this system of minimizing “ interest '’ in order to increase the 
gains of the banker-financier, there arose the practice of lending to 
borrowers of high-standing such as first-rate Governments, great 


1. The nature of “‘ dividends” is variable. The American custom of 
covering the initial costs of an enterprise by issue of debenture capital and 
wholly confining the share capital to financier’s profit and bankers’ and 
brokers’ commission has become thoroughly acclimatized in Europe. But it 
would somewhat overshoot the mark to say that this procedure represents 
the normal type of “ high finance”’ in London and the other European 
seats of this art. Under the old-fashioned system “ dividends” paid on 
share capital was of the nature of interest on an investment. It is a 
growing custom, under the new system, for the share capital (however 
** paid for,” whether by ‘‘ money ”’ or “‘ services,’’ or by prestige or other 
intangible) to be pooled and held off the market till it is in 
the position of “earning” a high dividend. The holding group 
then sells it to the public at a premium estimated on an investment 
footing. From these considerations, it should be clear that the contrast 
of “dividends ’’ on share capital and “interest ’’ on debenture capital 
affords additional support to the argument in the text. In any case, the 
insistence is on replacing the current vague ideas about interest in general, 
by definite analysis of particular cases. 
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city corporations, and old-established British railways at rates of 
interest as low as 3%, 2%, 1%, and even on occasion and for short 
periods at less than 1%. In other words, the change in the mean- 
ing and content of the word “‘ interest ’’ had gone so far that in 
such cases the interest on loans came to work out in practice at 
something approximating towards an insurance rate to cover risk 
of loss. Thus were fermenting out new conceptions of fitness and 
new standards of measurement in a field already cumbered by many 
conflicting conceptions and standards. And as the new standards 
for Government and Corporation borrowing gradually crystallized, 
there would spontaneously result a lowering reaction on debenture 
interest in those new enterprises which are the source of financiers’ 
profits. Here, then, in the impending passage of interest reckoned 
on a basis of profiteering to its rating on an insurance footing, was 
silently at work a considerable revolution in social affairs. This 
aspect of the banker-financiering method has been somewhat over- 
looked because, as was natural, attention has been more or less con- 
centrated on the gains of a magician for whom every enterprise 
successfully launched became a veritable Aladdin’s cave. The 
dazzling figure of the millionaire financier obscured the skilful 
manipulator of the rate of interest. 


IV. 


NATIONAL Economy. 


Let us then adopt from the palmy days of banker-financiering 
the key notion of loans at insurance rates. Why not even seek to 
make some application of it as a much-needed economy in the hard 
days that have come upon us? If so, it must of course be practised 
in conjunction with the other master-product of the financier’s art, 
viz., the large scale control of productive processes. Up to 1914 
these two great engines of national economy were quite naturally 
and even legitimately—as being their own invention—employed 
for the private profit of the coteries of banker-financiers who had 
established themselves in each of the great metropolitan capitals. 
Their operations came suddenly to an end with the outbreak of the 
war. The opportunity thus arose of using the inventions of the 
banker-financier for the benefit of the nation, and simultaneously 
engaging to supervise the process, at a moderate salary, that 
ingenious expert who otherwise might be abandoned to unemploy- 
ment or driven to exercise his uncanny skill in other fields. 

Already the Government have to be sure gone some way on 
this road. For example, one British Ministry alone, that of 
Munitions, through its 2,000,000 employees and an administrative 
staff of about 14,000, directs no small portion of the national 
energies. Collectively the various spending Departments of the 
Government exercise a direct control of energies which added to 
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the indirect determination of other Departments, must constitute 
an approximately comprehensive national oversight. To this 
factor of established control, it would thus appear that we only 
need to add now the other crucial element (i.e., of loans at insurance 
rates), in order to put at the service of the nation the most advanced 
art of financiering. 

It might be argued that this concept of borrowing at insurance 
rates is a merely ideal goal, like the points of the compass, So be 
it. Let us then steer the course of public finance towards the given 
destination. To map out a course would be something. To make 
even a start on the charted way would be more. And by way of 
beginning take an experimental case. 

One of the most pressing matters of Reconstructive Policy is 
admittedly that of rural cottages. The ascertained shortage runs 
into formidable figures. And the problem is not only to get the 
cottages built, but at a price to yield an economic rent. A recent 
official report urged the construction of 200,000 cottages for the 
settlement of returned soldiers and sailors on the land. The cost 
was estimated at £60,000,000. The market rate of interest for 
Government borrowing was assumed to be 5%. But this rate of 
interest implied charges beyond the possibility of an economic 
rent. Hence the proposal of a Treasury subsidy of £15,000,000. 

But now apply that double-barrelled instrument of the banker- 
financier, viz., large scale control and interest at insurance rates, 
then a very different solution is obtained. The details of this are 
relegated to an appendix under the title of ‘‘ The New Model.’’ 
Here we are concerned only with the method. Accept that method 
as valid and the question arises as to its extended application, 
beyond the given instance of cottage building. Is it not applicable 
to a whole range of public works, those in fact which yield returns 
sufficient to meet the charges of maintenance, amortization and 
interest—at insurance rates? In other words, we have here what 
might be termed the natural or evolutionary method of financing 
markets and working-class houses, railways and canals, harbours, 
docks and warehouses, afforestation, drainage and reclamation. In 
short, here is the finance of a true National Economy. 

The principles are frankly borrowed from ‘‘ High Finance.”’ The 
departures from that romantic system are these. In the first place 
the total charges are fixed not on the footing of ‘‘ what the traffic 
will bear,’’ but are adjusted so as to best aid and promote the 
traffic. Next it will be observed that at the termination of the 
banking process, the property belongs not to the high financiers 
but to the community. And this communal owner, in the given 
case presented in the appendix is not the Central Government, 
but a local autonomous community, organized on a basis of legal 
perpetuity. In this ultimate vesting of ownership and control 
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neither in the Individual nor in the State but in an independent 
local community, the new finance may claim to avoid the Scylla of 
Individualism and the Charybdis of Socialism. 

If High Finance be, as here taken, in its essence, a direction of 
energies, then the nearer it approaches to self-direction the more 
economic the process, and also the more human. Hence the spon- 
taneity of local initiative and the direct appeal of local interests are 
prime requisites for the successful working of the system at its 
best. But equally are needed all the gradations of adjustment that 
run from the village store to the town market, and thence through 
national to world markets. The regional principle must therefore 
be introduced and maintained throughout, but balanced at every 
point by such centralization as is necessary for adequate co-ordina- 
tion. It is here that the principle of the Clearing House comes 
in, and harmonizes into a working unison all the various orders 
of interest and initiative from smallest local community to 
widest world organization. Between these limits is needed a gradu- 
ated succession of ‘‘ Clearing Houses’’ to engage the impulses and 
reconcile the claims of village economy, civic economy, national 
economy, imperial economy, and world economy. And this ideal 
of linking finance with industry and trade in a self-regulating 
system working from below upwards is no mere utopia in the 
clouds. It is a logical consummation of practical endeavours 
everywhere going on amongst men of business to get through their 
day’s work in a world of inter-locking economic interests. And 
what is begun and continued empirically may be completed in 
scientific precision. The task is not so much to hitch the village 
waggon to a Star, as to attach the collective human synergy to the 
parish pump. Such is the economic aspect of that high aspiration 
which politicians call a League of Nations. The student of social 
finance sees three routes converging towards the ideal of a League 
of Nations, One is the long and winding road of trade and bank- 
ing; another is the straight and narrow way of education, te., 
sympathetic understanding ; the third is the broad way of politics. 
On pain of all round failure, the travellers by each of the three roads 
must arrive at the common goal simultaneously. Nothing is to be 
gained but impatience and frustration by any one of the three 
bands of pilgrims arriving alone. , 

The traditional separation of business, politics and education, 
as in England, has been bad for the nation. Their traditional 
union, as in Germany, has been bad for the world. To evade the 
horns of this dilemma and to discover the true “ third alternative 5 
will perhaps be the crux of the coming polity. To the constructive 
statesmanship required for its solution, the social financier has his 
contribution to make, as is assumed or expressed throughout this 
paper. And not the least part of such contribution is a rigorous 
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examination of the educational and political reactions of private as 
well as of public, expenditure. In that insistence the social 
financier differs profoundly from the old-time banker and _ his 
equivalent theorist, who is, of course, the orthodox economist. It 
will serve to illustrate that distinction, and also the social financier’s 
idea of national economy if we pause to consider a fundamental 
objection which the orthodox economist, given his premises, is 
bound to raise against the New Model. 

** What you call your New Model,’’ he will say, ‘‘ is the very 
oldest of all the tricks to which a needy Government resorts, in 
order to raise the wind. Disguise it as you will, it is at bottom 
an inflation of the currency. And moreover an inflation of the 
most vicious kind, since deliberately designed for the benefit of a 
section of the community. It is true you take elaborate precaution 
for the control of the process, and your scheme arranges for a return 
process of deflation. But these corrective measures only mitigate 
the original evil. They are not a complete remedy for it. And 
as for your notion of interest at insurance rates, that is good as 
far as it goes. The question is how far does it go. Interest in 
general and at natural rates acts as a kind of fly-wheel on the 
industrial machine. Its momentum carries movement over those 
dead points where capital exhausts itself in profitless enterprise. 
What guarantee is there that you will not diminish the national 
stores of capital by driving it into undertakings which earn less 
than the natural rate of interest ?”’ 

To this economic indictment the reply is as follows : 

“In all that you say, O, economist, there is much truth. Our 
common ground is considerable and our points of divergence are 
capable of precise statement. You regard the natural rate of 
interest as that determined by individuals competing for gain. In 
our view the natural rate of interest is that which emerges when 
communities co-operate for life and welfare, according to quite 
definite though always variable plans of development and pro- 
gress at each level from village to city and province, and thence to 
nation, empire and world. As we see it, the natural rate of interest 
is to be discovered by judicious experiment deliberately designed 
for that very purpose as one amongst others. In the preparation 
of such experimental plans, there is, to be sure, need of much pre- 
liminary study, and all the give and take of free discussion amongst 
the various groups and communities concerned. And, we submit, 
that one of the first conditions of success in this field is to purge 
such terms as Money, Currency, and Media of Exchange of their 
present mystical content and reduce them to their proper common- 
sense meaning. It should not be possible, for instance, for leading 
publicists to say, as one did the other day, “‘ the world is short of 
three necessaries, food, money and raw material.’”” He would of 
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course have known that the world is suffering from a plethora of 
money, had he not been confused by the mystification that clings to 
that term and all its synonyms. They are but the names attached 
to certain parts of the economic apparatus for directing life and 
labour towards desired ends. Every man who has sixpence is so 
far master of mankind. There is no reason in the nature of things 
why organized communities such as cities, should not (within 
limits agreed with other cities) organize their own currency and so 
direct their own energies.!_ This ancient civic privilege has been 
more or less restored to French municipalities as an incidental 
consequence of war finance. For the right use of autonomy in 
civic finance is, of course, needed a well-conceived city-planning. 
And from the correlation of this with similar plannings for village, 
town and city throughout the country would emerge a national 
economy and its wider polity. Towards such comprehensive 
tentatives the experimental cottage-building of the New Model is 
suggested as a financial beginning. In all the consequent activities, 
the economic factor would be ever fundamental, never supreme. 
The direction of energies towards an enhancing of life individual 
and social would always afford the supreme guidance. In the result 
one community would derive a particular advantage to-day and 
another to-morrow. That ancient motto of the herd, ‘‘ Scratch my 
back and I'll scratch yours,’’ has in the passing era had its com- 
munitary applications in the international rivalries of warward 
diplomacy. _Its application in the field of inter-civic rivalry and 
co-operation in the planning of constructive peace campaigns 
remains for the coming age.”’ 

If the New Model were to be applied only to cottage building 
and this in certain favoured areas, there would be possible ground 
of complaint on the score of inflation and partiality. Nor would 
these objections be met, but rather aggravated by any random 
scheme of supplementary public works. For the New Model to be 
justified, the usufruct of its improvements must be distributed as 
fairly as may be over the whole nation, and realized within reason- 
able time. The cottage building and all other works similarly 
financed must be co-ordinated items in a well-ordered campaign of 
Regional Development* extending throughout the country and 
executed within one or at most two generations; for most men are 
willing to sacrifice something for their children, few for their grand- 
children. In this way, too, we may correct the vagueness of the 


1. For a consideration of the part which universities might play in such 
civic direction of energies, see ‘‘ The Coming Polity ” (Williams & Norgate, 
Making of the Future series) passim, and especially chap. xii. 

2. For geographical approaches towards the question of natural regions, 
see Fawcett’s “ Natural Divisions of England,” Geog. Jour., Feb., 1917; 
also Marcel Hardy, Caledonia Rediviva, Scot., Geog. Mag., January, 1910. 
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National Economy of the German School, and the still greater 
vagueness of the Political Economy of the English School, by 
definite and concrete Regional Economies (civic and rural) based on 
adequate Regional Surveys. 


V. 


THE GOLDEN CALF. 

Continuing eastwards from Lombard Street one finds the ultimate 
temple-palace of the hieratic craft on the very confines of the city. 
But this edifice stands not confidingly open to the public. On the 
contrary the building is shut in and the public shut out by a triple 
defence of wall, moat and stout iron railing. In this respect the 
Mint curiously resembles an ancient fortress which faces it across 
the road—the Norman Tower of London. And since it is notorious 
that the real and functional defences of London are at Chatham 
and Sheerness, at Dover, Portsmouth, and Harwich, with the result 
that soldiers continue to be quartered in the Tower solely for 
zsthetic and traditional reasons, the enquiring observer can hardly 
refrain from asking if the Royal Mint may not be also an historic 
survival. Whoever might be inclined to argue in that sense could 
find not a few supporting facts in the “‘ transvaluations ”’ wrought 
by the war. 

The gold standard is the bulwark of British credit. So each 
generation is taught by the Professors of Political Economy. And 
the Mint, with its proud tradition from the great Newton onwards, 
stands as visible confirmation in the eyes of favoured visitors 
granted, after due ceremonial rite, the privilege of penetrating its 
triple defence. How has the experience of war affected this gold 
theory ? 

One of the curiosities of the war has been the attitude towards 
gold during the earlier and later phases. At first there was a 
scramble for gold amongst the well-to-do classes in each belligerent 
country. Next it became a patriotic duty to add private hoards 
to the Government stocks of the precious metals. Thus in one way 
and another the Government of each belligerent country came into 
possession of practically all the gold coin that had previously been 
in private hands, or in the tills and the safes of the banks. Gold 
coin therefore not only disappeared from circulation but its very 
possession by private persons became a mark of reprobation. And 
the great accumulations of the metal amassed by the belligerent 
Governments, what purpose have these served? To the British 
Government, as international paymaster for the Allies, fell the task 
of disbursing gold to neutrals in payment of supplies in cases 
where the exports to these neutrals failed to balance the purchases 


1. The application is to European belligerents only. 
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made. But after a time the neutrals became surfeited with gold, 
and declared they must have goods in full payment for goods sold. 
That broadly was the situation that had developed by the end of the 
third year of war. And to be sure, a curiously Midas-like situation, 
Privately it was a disgrace to hold gold. Publicly it was useless, 
or almost so, for international trade had well nigh reverted to 
barter. Still the time-honoured notion was maintained that the 
stocks of gold held by the governments guaranteed their paper 
issues. Yet this could hardly be taken by serious students as any- 
thing more than a political fiction in view of the incredibly vast 
issues of uncovered paper of one kind or another issued by each 
and all of the belligerent Governments. In short, appearances 
point to the conclusion that the reign of the Golden Calf has in 
effect ceased for the time being, strenuous though the hierophants 
of the cult be in maintaining its formal ritual. 

There are three fundamental tenets of this faith. One is that 
the unit of value for monetary transactions must be a commodity, 
The second is that this commodity must be one that possesses 
certain qualities, and above all be very difficult to obtain, and that 
gold is by far the most suitable. The third is that every form of 
currency must be safeguarded by imposing on its issuer, the 
obligation to redeem it in gold if called upon to do so. Critics 
of this doctrine are to be sure not wanting. Between the academic 
guardians of the faith on the one hand and its extra-mural critics 
on the other, what position is open to the sociologist? In the 
past his attitude has been one of discreet reserve. But is a way not 
open to him in treating the matter according to his own special 
method, that of historical comparison and current observation ? 
For the sociologist it would thus become a special case in the 
general question of the evolution of standards and units of measure- 
ment. 

In this field of unitary development even the movement of 
science is apt to be slow. How laggard then will be the popular 
usages of a society in which the education of rich and poor is 
equally pre-scientific! Note, for instance, how eggs continue to 
be cooked in terms of the threefold standard, ‘‘ hard,”’ “‘ soft,’’ and 
“‘ medium,”’ just as though the temperature at which albumen 
coagulates were still an unknown quantity. The data may be 
found in any text book of organic chemistry. But it is doubtful if 
there is a cook who possesses and uses the knowledge in any hotel, 
, club, private house, barracks, prison, boarding school or whatever 
place (excepting hospitals) where people are fed in Great Britain 
and Ireland. Again, there are British farmers who continue to 
practice the art of brewing as though thermometers had not been 
invented. They discover the temperature at which to put the hops 
into the vat by inserting their own head into the steam and watching 
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for the reflection of their face. To innumerable instances of such 
rough and ready empiricism instinctively turns the mind of the 
scientific observer, when he learns that the unit of monetary value 
in the British Empire is 123.27 grains of gold, neither more nor 
less. And when, further, he ascertains that this happened to be 
the weight of the pound sterling when, after a historic career of 
fluctuation, it began to receive the serious attention of modern 
statesmen, our scientific observer will consider as confirmed his 
diagnosis that the monetary standard is purely empirical. A 
precise term of comparison he will recognise in the fixation of the 
British railway gauge at 4 ft. 8} inches, that having come to be a 
standard width of coach axle adjusted to the British turnpike. It 
was as though coachmen and engine-drivers were taken as inter- 
changeable. The British railway gauge illustrates the kind of 
blunder which the “ practical ’’ man is apt to commit, when con- 
fronted by a problem requiring searching and critical thought. 

Thanks mainly to a vigorous campaign conducted from Yale 
University by Professor Irving Fisher, the economists of the world 
would seem not only to have awakened to the empirical character 
of the gold standard in all countries, but also to have given a more 
or less general adherence to a plan of scientific adjustment. Under 
the title of ‘‘ The Compensated Sovereign,’’ Professor Irving 
Fisher contributes as an appendix to this paper an account of the 
proposed adjustment. It goes a long way towards confirmation of 
the proposed solution, that, as Professor Irving Fisher narrates, it 
was independently thought out by a mathematician and an econo- 
cist in America, and by a social reformer (Aneurin Williams, 
M.P.) and a naturalist (Alfred Russell Wallace) in England. 

If then the gold standard is to be maintained, why not put it on 
a basis of scientific precision and thereby diminish all those disturb- 
ing consequences which the present method of use and wont supports 
and encourages. 

Passing to the larger question of the dissociation of 
the unit of value from its gold support, the sociologist enters a 
field of uncertain guidance. The literature is scanty, and such as 
there is issues for the most part from “ practical’? men of un- 
critical theory and of theorists of the narrowest specialism. To 
this characterization there is at least one notable exception. 

During the nineties of the last century there appeared in the 
Annals of the Institute of Social Sciences at Brussels a series of 
papers, which under the term Social Accounting put forward the 
idea of dissociating the unit of value from any material commodity 
whatever. The regulation of currency in every shape and 
form it was proposed to leave in the hands of the banks and their 
clients. This conception originated in the mind of M. Ernest 
Solvay, a Belgian citizen of unusual qualities. An inventor and 
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at the same time a captain of industry, M. Solvay supplies an 
instance of that somewhat rare phenomenon, a great fortune made 
neither by trade nor financiering, but issuing directly from im- 
proved technical processes. A social philosopher also, M. Solvay 
devoted an impressive share of his wealth to the promotion of 
research, and in that connexion founded and endowed the above 
Institute of Social Sciences, which from the bibliographical point of 
view was (and one hopes is) probably the best equipped institution 
of the kind anywhere in the old or in the new world, A collabora- 
tion of a kind that would be more frequent in well-ordered societies, 
arose between this man of wide practical affairs on the one hand 
and on the other, two men of speculative interest, the late Hector 
Denis (a well-known economist) and the late M. de Greef (a 
well-known sociologist). There grew out of these fertilizing con- 
tacts a reasoned theory of the monetary unit and a corresponding 
project of practical reform. The latest reference accessible at the 
moment carries the development of the Solvay conception of Social 
Accounting only as far as 1896. In view of the likelihood that the 
project has been modified and developed since that date, an effort 
has been made through the Belgian Embassy in London, but 
without success, to get into touch with M. Solvay, who was certainly 
alive and in Brussels in 1914. What unknown tragedies have 
been wrought by the war on the Institute of Social Sciences and its 
staff and adherents remain to be told. The known tragedy is that 
its devoted Director, M. Waxweiler, a refugee in London, was 
run over and killed in the darkened streets a year or So ago. _ 
The argument for Social Accounting is of too technical a nature 
to be summarized here. But its practical operation may be roughly 
pictured if reference is made back to the hypothetical American 
city which in an earlier part of this paper was conceived as trying 
the experiment of a currency exclusively consisting of debit and 
credit entries in a public ledger, supplemented by the use of half 
dollar stamp books for petty cash. The Solvay system of Social 
Accounting would generalize the practice of such a city. Three 
essential differences divide such a system from the present customs 
of cheque-using nations. At present the great bulk of monetary 
transactions other than wages and petty cash are made by cheque. 
Under the Solvay method all monetary transactions other than 
wages and petty cash would be so made. At present we pay by 
cheque as a matter of economy and convenience. Under the Solvay 
system we should do the same, but also for the further reason that 
there would be no other way of obtaining currency. And finally 
the eternal problem of gold convertibility would lapse from irrele- 
vance, since discussion of monetary units would be in terms of 
accounting. In brief, if we regard the Solvay conception not as a 
finished and rounded project but as an illustration of tendency, we 
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recognize the idea of Social Accounting as an extension, develop- 
ment and further interaction of the principles of Credit and of 
Clearing. 

That the development of the cheque and clearing system pushes 
towards some such logical consummation as that foreseen by M. 
Solvay is surely undeniable. And, moreover, the countering 
tendencies would seem to be more of an ethical than a financial 
kind. Chief among these countering tendencies is that emulative 
disposition which sustains the competitive character of business 
and calls for a large element of secrecy and mystification in com- 
mercial operations. It is because he so perfectly represents this 
aspect of modern business that the Banker is allowed and en- 
couraged to pontificate at its social apex. Thus, when his profes- 
sional instincts urge the banker to retain and defend an empirical 
unit of value because its dubieties, mysteries and fluctuations 
support the gains of a hieratic craft, he rallies to his side all the 
keen and ardent spirits who are seeking fortune in the sphere of 
competitive business, 

Such human considerations count for more or less according as 
the emulative element becomes a greater or smaller factor in 
business success. In this connexion the influence of the war is 
worthy of remark. Immediately following the outbreak of hostili- 
ties in August 1914, there was a swift and sudden realization 
that the contest against a common enemy implied a reduction to 
the very narrowest limits of the competitive factor in domestic 
trade. The enlistment of a great volunteer army had its commer- 
cial accompaniment in a wide and general offer of business firms 
to place their plant and their energies at the national service on a 
footing of running charges and cost prices. For one reason and 
another this outburst of co-operative enthusiasm died away (largely 
no doubt because the Government Departments lacked the imagina- 
tive skill to take advantage of the situation), and there was a 
gradual reversion to clandestine accounting and profiteering. That 
lapse from the ideal of national service marked the second act of 
the domestic trade drama. The third is marked by the incursion 
of a comparatively new figure in the business world, the Chartered 
Accountant. As the war goes on and the national bill mounts up, 
there is an increasing call for chartered accountants in Government 
Departments. The business of these experts is to analyse the cost 
of business operations in the detached spirit of scientific research 
and with its quantitative precision. The reverse of the emulztive 
type, the chartered accountant is by training and habit of mind the 
remorseless enemy of secrecy and mystification. Through his 
efforts there has been introduced for instance into the Contracts’ 
Department of the War Office and imposed on army contractors a 
system of cost accounting whose rigorous analysis at once reduces 
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the charges to a reasonable minimum and allocates a fair 
remuneration to labour and to capital at each stage of an open 
sequence of operations from raw material to finished product. 

In labouring to effect a transition from old emulative trading 
to new cost accounting the spending departments of the War 
Government are embarked on a policy of herculean cleansing. But 
the more administrative departments are also contributing to the 
experiment. A reorganization has recently taken place, for instance 
in the Food Ministry. So far as may be judged from the outside 
this means that chartered accountants have been brought in and 
set to the problem of examining the cost sheets of food producers 
and traders when such cost sheets exist, and where they do not, 
endeavouring to produce them. Then on the basis of such costing 
analysis the Ministry will presumably do its best towards organiz- 
ing a common-sense concert of producers, traders and consumers, 
Again there is the war-created Coal Control Sub-department of the 
Board of Trade. Here quite a definite problem was put to a group 
of railway engineers, assisted by their natural allies the char- 
tered acountants. Given (a) the geographical situation of the col- 
lieries and of the towns and villages supplied therefrom by rail- 
way ; (b) the normal coal consumption of such towns and villages; 
(c) the truck and engine capacity of the railways available—find 
the most economical distribution. The department has recently 
given its answer in an official plan estimated to effect a saving of 
700,000,000 foot-tons during the ensuing twelve months. 

The solution, it will be noticed, is in terms of a compound unit 
called foot-tons. This concept was the creation of engineers con- 
cerned by occupational training and consequent habit of mind not 
to achieve maximum profits but to deliver the goods as quickly and 
cheaply as possible. This engineering unit was slow to get 
accepted on English railways for two reasons. First because the 
idea of foot-tons was somewhat unfamiliar to the many directors 
who are gentlemen of classical education. And secondly because 
Boards of Directors inherit the traditions of emulative trading, and 
so are mentally oriented otherwise. Now it is possible promptly 
to carry out the scheme of railway economy worked out by the Coal 
Control Department, because the railways were at the very outset 
of the war put in charge of a committee of their own several 
managers, who are usually engineers or accountants, or something 
of both, like Sir Eric Geddes. The urgencies of mobilization com- 
pelled the Government in the interests of national economy to 
supersede the Boards of Directors. 

While we have been examining these experimental changes 
introduced as measures of war economy into the processes of manu- 
facture, transport and trade, the banker has been kept waiting. We 
left him in contemplation of M. Solvay’s system of Social Account- 
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ing. The piquancy of that situation is calculated to raise certain 
questions and to inspire certain suppositions. Suppose for instance 
that the provision of funds to carry on the war (or even for “‘ Recon- 
struction ’’) becomes as urgent and difficult a matter as the 
organization of transport during the early stages of mobilization. 
And suppose further the Government be driven to follow the rail- 
way precedent and thus supersede the many Boards of Bank 
Directors by one single committee of bank managers. Make also 
the supposition that the precedents of the Army Contracts Depart- 
ment and the Board of Trade Coal Control Sub-department, in 
appealing to chartered accountants be followed with resulting 
appointment of a picked group of these financial hygienists to co- 
operate with the acting committee of bank managers. The 
problem put to this joint committee would be the preparation of a 
scheme for economizing credit methods and resources in such wise 
as to effect the least interference with the legitimate demands of 
industry and trade and most to facilitate national finance. 

To make the above hypotheses in the piping times of the late 
** Victorian peace ’’ (as Thorstein Veblen in his new book? calls it) 
would doubtless have seemed to “‘ practical’’ bankers the merest 
exercise in fanciful speculation. But who to-day would declare the 
imagined eventualities to be beyond the range of practical politics ? 
Certainly not those students of social science who foresee the 
needed financial cleansing of war’s augean stables, even though 
the bill for military operations run not beyond the present season. 
Grant then the possibility of the case presented for readjustments 
in the banking system and revision of the monetary unit. What 
sort of solution would the joint committee of bank managers and 
chartered accountants work out, what type of contribution would 
they make to the problem of national economy? It may be taken 
as certain that their labours would result in a reduction of the rate 
of interest—at least for Government borrowing. It is possible that 
their scheme, as a whole, would bear a colourable resemblance to 
the Solvay conception of Banking. Solvitur ambulando. 


VI. 


Tue BANKER UNBOUND. 


The solemn precincts of Lombard Street are, fitly enough, in- 
vaded by no other heavy traffic than an occasional lorry heavily 
lumbering between the manufacturing and shipping east-end and 
the spending west-end. The lorry is laden perhaps with cases of 
cotton goods on the way froma Manchester mill to an Oxford Street 
draper’s shop via the London docks and the St. Paul’s Church- 


1. The Nature of Peace (the Macmillan Company), by Thorstein Veblen, 
author of The Theory of the Leisure Class, &c, 
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yard warehouse. But that cotton in its raw state has already 
travelled long journeys. It has been transferred from an Alabama 
plantation to a New Orleans warehouse and thence shipped to 
Manchester. At each stage of the circuit its temporary custodian has 
had to be paid for his services. How has all this concatenated 
series of payments been supervised and made? In picturesque 
condensation we may say they have been made by the Lombard 
Street Banker and his many agents and correspondents. To have 
created this world-wide chain of credit is the glory and the achieve- 
ment of the classic banker of Lombard Street. To illustrate its 
wonders, think of a benevolent merchant in Valparaiso reading in 
his morning paper that soldiers’ wives are starving in Petrograd. 
He writes a cheque, takes it to his banker who cables suitable 
instructions, and within 48 hours or so a signature written at one 
extremity of the globe becomes loaves of bread at the other. A 
veritable feat of magic. Thus we may picture the Lombard Street 
banker, contemplating through Olympian windows the passage of 
merchandise, and recognizing in its movement the impetus of his 
own hand. He may be pardoned if in the serene rectitude of 
power, he harbours the imperial reflection, that his is a business on 
which the sun never sets. 

And yet that later master of credit, the banker-financier, sighed 
in his romantic mood for new worlds to conquer. His ambition 
was not satisfied with the prestige and the rewards (great as they 
are) that accrue from the administration of the credit machinery in 
the service of existing trade and industry. He conceived the idea 
of using this machinery as a creative instrument. He devised 
ways of converting it into a direction of energies towards purposes 
desired by himself and hisever-widening circle of clients. True these 
purposes sometimes illustrate every kind of baseness and parasitism. 
Sometimes they illustrate what is worthy and constructive. The 
point of insistence is that a new technique has been evolved capable 
of adaptation to any order of initiative and any scale of magnitude 
from the making of explosives to the building of cities. To 
master thoroughly the resources of this new technique of creative 
credit and apply it to noble public service in the coming era of 
reconstruction would be the aim of the fully socialized banker. 

And let us picture this public servant of the new times sitting 
at the direction of energies, not only in the Lombard Streets of 
peace or in the Whitehalls of War. The grand source of energies 
is in the soil and the sunshine of the countryside. So 
let us begin with the village. Carry the mind forward 
a generation or two. Picture the renovated village. A 
copper cable conveys to it light and power from the great electric 
installation at the nearest colliery. And the current is harnessed 
not only to the farms but also to the service of the cottage. From 
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much domestic drudgery the women of the villages are liberated 
to the increase and refinement of rustic amenities. The exodus of 
youth and maid to the towns is arrested by the attractions of the 
brightened village and its openings for careers on the land. Hodge 
himself has become something of a mechanic. To rustic patience 
and insight he adds an element of the craftsman’s open-mindedness 
and the citizen’s broadened outlook. He serves his turn on the 
committees of the local Credit Association, the Housing Society and 
the Co-operative Society, which all meet in the village schoolhouse 
(itself become the main everyday centre for the village life, its 
garden developed for summer fétes and festivals, its arbours and 
nooks for committees and conversations). On Monday evening 
the renovated Hodge directs the local community’s pooled credit, 
on Wednesday its cottage and garden property, its common land, 
on Friday its co-operative trading. Thus he tastes something of 
the responsibilities of Banker, Landlord and Merchant. He is a 
man of affairs more than parochial. For the village business 
societies he directs are linked with kindred societies in the capital 
city of the region and again through the federal relations of these 
he touches a nation-wide circle and even beyond, for there are 
imperial clearing houses, and even, let us hope, mondial clearing 
houses. 

As the electric cable circulates a current of mechanical energy, 
so through the system of co-operative business linkages circulates 
a flow of goods and material, to each item of which is attached its 
correspondent credit. And assuredly the eternal wisdom of the 
rustic mind will see and realize that the first impulse and likewise 
the ultimate destination of all these currents of circulation is the 
life of the local community. Ruskin spoke the rustic mind when 
he recalled to urban economists the half-forgotten truth that wealth 
is life. Thus it would be entirely natural for the policy of the 
village bank to be directed by the aims and ideals not 
of a money economy but of a life economy. Its stan- 
dards will be those of field and garden, of blacksmith’s forge and 
mason’s yard; of domestic hearth and village school. Its criteria 
of success will thus be in true wealth of bettered environment, 
enriched life, higher education. Not until the money gains and 
losses of the balance sheet have been reinterpreted and restated in 
terms of real wages and vital values, will the solvency of the local 
community be declared. And one of the first claims (not the 
last as in current urban finance) on credit will be the making and 
the maintainance of homes for nesting couples, with the due 
financing of appropriate careers for both sexes accordingly ; for in 
such social provision of ways and means for adventuring youth 
resides, as every mother knows, and every well-trained father 
believes, the assurance and the insurance of communitary life and 
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wellbeing at its strongest and best. In these ways may be recovered 
those practices and maxims of ancient wisdom that grew out of 
rustic life and labour. And even the great financiers of the metro- 
politan capitals may be led by the prosperity of the rural banks to 
realize that it profiteth not a city to gain the whole world (in quest 
of empire) if it lose the soul of its tributary villages. 

* * * * * ia * 


* ae * -_ ao * * 


True the fully socialized banker is not at present in sight. And 
meantime it is well perhaps that the semi-socialized variety of 
to-day, with known propensities, should be bound to the golden 
rock of convertibility. Over against this tethered Titan stands the 
sociologist, observant, expectant and looking not without hope to 
the returning heroes of the war. Educated as they have been in the 
ethical school of national service and personal sacrifice, may not the 
youth of the oncoming generation, work towards a_ national 
economy more favourable to socialized types of business men? 
And if so, then amongst these, a natural leadership would fall to the 
banker unbound. 


P.S.—Since the above was written there has appeared in the 
“* Economic Journal ”’ (the organ of the Royal Economic Society) 
a notable indication of shift in orthodox academic ideas about 
currency. A somewhat prominent place in the current number is 
given to a review of currency reforms carried out in what are called 
‘* backward ’’ countries under the direction of economic experts. 
The wriler himself had a part in some of these currency experiments. 
He says, ‘‘It was not sufficiently recognised in the early days of these 
experiments, that an accepted currency, which is in equilibrium with 
the demands upon it, requires, other things being equal, no intrinsic 
value behind it, to sustain its existing parity.’’ Still more startling 
to orthodox economists must be the concluding generalisation and 
counsel of this writer. Putting together the effects of the war and 
the rise of prices during the years immediately preceding the war, 
he draws this deduction: ‘‘ The economic disturbance and the 
inequities that result are so immense that it appears more than ever 
desirable to consider afresh other methods [than the gold standard] 
of determining the bases of present and deferred payments, as may 
suggest themselves, or perhaps be recovered from the limbo of lost 
and discarded ideas.” 
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THE NEW MODEL. 


The case put forward in the Addendum to the Minority Report 
of the Departmental Committee on the employment of sailors and 
soldiers on the land is for £60,000,000 to be expended on 200,000 
cottages costing £300 each, including purchase of land and all 
other charges. 

Assume that in each rural district a Public Utility Society be 
formed under the Industrial and Provident Societies Act, and 
managed by a committee consisting of (say) 

(1) Chairman and Clerk of the Rural District Council ; 
(2) Two nominees of the County Council; 
(3) A local resident nominated by the Local Small Holdings 
Commissioner for the Board of Agriculture. 
(4) Two representatives of the cottage tenants, to be increased 
pari passu with the reduction of the debt. 
. Pe o- let us call each Public Utility Society so formed the 

Refer to clause 2 of tne Currency and Bank Notes Act, 1914, 
and clause 2 of the Amending Act. The former runs as follows: 

** Currency notes may be issued to such persons and in such 
manner as the Treasury direct, but the amount of any notes 
issued to any person shall, by virtue of this Act and 
without registration or further assurance, be a floating charge 
to all other charges, whether under statute or otherwise, on 
the assets of that person.”’ 

The latter is to the following effect : 

‘The Treasury may, if they think fit, instead of issuing 
any notes to any person, give to that person a certificate 
entitling him to the issue, on demand from the Treasury, of 
the notes mentioned in the certificate ; and the notes covered 
by the certificate shall, for the purposes of section two of 
the Currency and Bank Notes Act, 1914, be deemed to be 
notes issued to that person.”’ 

It is proposed under these two clauses to issue Currency Certifi- 
cates to each authorised L.P.U.S. Each Society to have amongst 
its ‘‘rules’’ a clause forbidding the Society from alienating to 
individual ownership any part of its property or creating any 
further mortgage than that constituted under clause 2 of the above 
Act; so long as any of the Currency notes issued to the Society 
remain uncancelled. 

Suppose that a particular L.P.U.S. has been authorised to 
build 200 cottages and that the cost is estimated at £60,000 (includ- 
ing land purchase, &c.) The L.P.U.S. receives three Treasury 
Certificates entitling it to receive in all £60,000 of Treasury notes. 
One certificate is for (say) £15,000, another for £1,000, and the 
third for £44,000. All three are deposited with a central com- 
mittee of the Joint Stock Banks, and against the same the L.P.U.S. 
opens a drawing account with one or more of the local branches, 
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with a credit of £60,000 spread over (say) two years. It is assumed 
that the Treasury certificates are to be dealt with as follows: 
(a) The £1,000 certificate to be ‘‘ cashed” for ‘lreasury 
notes at the convenience of the Bankers; 
(6) The Certificate for £15,000 to be held as a ‘‘cash”’ 
reserve against the new deposits; 
(c) The £44,000 certificate only to be used in case of a break- 
down of the scheme and loss resulting to the Banks. 

It is, of course, understood that the £60,000 of credit is a special 
creation of National Credit, and does not diminish the existing 
deposits of the Bank, but will, of course, have the effect of increas- 
ing them. 

The L.P.U.S. proceeds to draw cheques to pay : 

(1) Purchase of land; 

(2) Making of roads, drains, &c. ; 

(3) Erection of cottages; 

(4) Other expenses (legal, administrative, &c.) 

Expenditure under (4) should be small to begin with, and 
nominal thereafter. This item may be neglected from the point of 
view here taken, i.e. (a) the mode of working the proposed national 
credit, (b) its financial effects. Consider (1) above—the purchase 
of land. The L.P.U-S. is going to build 200 cottages distributed 
in suitable proportions over a score (more or less) of villages 
within the area of the Rural District Council. At an average of 
(say) 10 cottages per acre the amount of land required is 20 acres— 
and this at (say) £50 per acre is £1,000, and cheques totalling 
that amount pass into the hands of various landowners. Some 
will be small owners from whom what is called “* accommodation 
land’’ is bought. With the proceeds of the cheque they will in 
all probability buy another piece of land sooner or later. In the 
case of large landowners, the proceeds will go usually either (a) to 
pay off a mortgage, or (b) to make further improvements, or (c) will 
be invested in Trustee Securities. Thus in each of the cases 
assumed the credit created has a brief period of fluid condition and 
then becomes again “‘ fixed.’”” The original land worth £1,000 is 
(so to speak) ‘‘ dismarketed.’’ Any tendency to ‘“‘ inflation’’ is 
thus more or less countered in the way indicated and also by an 
increase of production and efficiency. 

Take next the cheques paid to builders, who erect the cottages 
and also (we will assume) make the roads, drains, etc. Assume 
that of the balance of £60,000 credit, 5 % goes in roads, drains, 
&c., 40% in building materials, 4o % in wages and salaries of 
supervision and 15 % in the profits of the deal. The problem that 
here intervenes would be to trace the probable destination of all 
these items and try to estimate the effects as regards “‘ inflation.” 
The points for special remark are (1) that in most cases the credit 
will rapidly pass from a fluid to a fixed condition, (2) that only a 
small margin will be available for speculative purpose, (3) that the 
operation results in the creation of ultimate products (cottages) of 

uivalent value, and that these are ‘“‘ dismarketed "’ during the 
me ore currency of the credit. Thus the tendencies to inflation are 


not only slight but are possibly more than counterbalanced in 


increased productivity and efficiency. 
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Consider now the cancellation of the credit. 

The L.P.U.S. fixes the rents of the cottages at a figure estimated 
to cover: 

(a) Sinking fund to cancel the credit in 60 years; 

(6) Repairs, fire insurance, rent collection, rates, etc. ; 

(c) Insurance against loss by non-payment of rents and 
depreciation in capital value. 

In regard to (a) the average cancellation will be 1 2-3%. It 
might begin at 1 % and rise by instalments to a figure to make the 
average 1 2-3 %. Assume (b) is covered by 1} % and (c) by }%. 

It is proposed to remunerate the Bankers by allowing them the 
use of the resulting deposits under certain conditions. It is possible 
that from this point of view the operation might yield a revenue in 
addition, and in that case the rents of the cottages could be cor- 
respondingly reduced. 

But taking the figures as above we have a total annual charge 
beginning at 2 5-6 (say 3 %) and rising to a figure which gives 
an average of 3} %. This would mean an average rent of £10 10s. 
p-a. or (say) 4s. 1d. per week, and a commencing rent of £9 per 
annum or (say) 3s. 6d. a week. 

Now take the Bankers’ point of view. The Joint Stock Banks 
collectively must be dealt with as a unit. Up to a point their 
clearing system makes them such a unit as is required. For the 
rest they would be asked to extend the clearing system in such wtSe 
as to adapt it to the co-ordination required for the present purpose. 
Correspondingly there would be a single central body representing 
the local Public Utility Societies as a whole. 

At the end of the first year of the sinking fund operation, the 
central body of the Public Utility Societies would be in possession 
of a bank credit of £600,000. By arrangement with the Treasury 
on one side and the Central Committee of Bankers on the other, 
this £600,000 of credit could either be cancelled or if the circum- 
stances warranted it, used for some other public purpose. In the 
former case the Joint Stock Banks would have their holding of 
Treasury certificates correspondingly reduced. And so on through- 
out the currency of the credit. Some small allowance would have 
to be made for the Bankers for non-return of currency, its wear 
and tear, &c. 

The only legislative change apparently needed or desirable 
would be an amending Currency and Bank Noite Act modifying 
clause (3) of the original Act. This, the convertibility clause, is 
a mere fiction, and remains as nothing but an empty offering to the 
ghost of ‘‘ convertibility.” 

For the adequate study of this scheme it obviously needs con- 
sideration in reference to other prospective financial operations, 
public and private, such as: 

(a) Settlement of returned soldiers and sailors on the land 
in smallholding colonies ; 

(b Erection of urban houses for the working classes; 

(c) Afforestation, canalization, &c. ; 

(d) The general demand for capital for private and semi- 
public purposes after the war. 
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ea hc ca case the study would have to be made from the point of 
(1) Currency and capital ; 
(2) Materials, 

From the latter point of view the need for the continuance of 
some measure of the public control and apportionment of material 
exercised during the war is manifestly called for, and under this 
head certain remarks may be made. But first let us recall that the 
scheme has been put from the point of view mainly of 

(a) The Treasury. 
(b) The Banker. 
(c) The prospective tenants of the proposed national cottages. 

Now, without relaxing the above points of view, it is proposed 
to consider more particularly that of 

(a) The General Consumer. 
(6) The Building Trade. 

The public consumer is concerned to adjust his own require- 
ments so as not to compete (unduly) with the demand for materia! 
and labour needed for the national cottages. The finance of the 
scheme must be explained and justified to the public While the 
cottages are building the public would thus be prepared to minimize 
their own demands for building labour and material. The volun- 
tary impulse to building economy on the part of the public thus 
originating would be re-inforced and ensured by the Government 
control of raw material (especially timber and metal). The present 
war-control will in any case (it is generally assumed) be continued 
in some shape well into the after-war period of reconstruction. With 
these possibilities of adjustment as between the general demand 
of the public for building labour and material on the one hand and 
on the other the national cottage scheme, there need not be any 
undue competition with its resulting rise of prices. 

But it may be urged against the scheme that the addition of 
nearly £60,000,000 to the Bank Deposits and hence to the potential 
currency of the nation as a whole will cause some genera! inflation 
(with the corresponding rise of general prices) even though the 
adjustments indicated above, as between the building trade and 
the public are successfully made. But this objection, though it 
holds in a certain theoretical sense, may yet be considered in prac- 
tice effectively to be met by the financial conditions of the scheme 
itself. These vital conditions of financial operation have already 
been stated, and may be summarized as follows :— 

(2) The new credit promptly brings into existence productive 
values (the national cottages) of increasing worth and yield as the 
new rural community gets to work on the land.’ 

_ (b) That these new values (the national cottages and the cor- 
responding increment of land values) are ** dismarketed *’ (1.¢., 


1 The building of the public cottages might (if the building trade were 
active) stop a corresponding amount of private building. In that case a 
certain quantity of potential credit and currency would remain, for the time 
being, unrealized. So that there would result no artificial increase of cur- 
rency, in the sense of an issue unaccompanied by corresponding value of 


productive goods and services. 
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cannot be sold or mortgaged) and remain so ‘‘ dismarketed ’’ till 
the whole of the new currency (as represented by bank deposits, 
notes, etc.,) or its equivalent, is cancelled. 

The only further condition required for the safeguarding of the 
scheme as regards ‘“‘ inflation ’’ is that the Bankers should exercise 
discretion in the use of the new deposits as a loan fund. The 
Bankers (taken as a whole) exercise two large and important public 
functions. 

(a) As Trustees of the great public loan fund represented by 
their deposits. 

(b) As administrators of the real and effective national cur- 
rency (i.e. cheques, bills, etc.,) as against the nominal 
and official currency (i.e. coin and Bank Notes). 

These two public functions of the Bankers are apt to conflict with 
their private interest as traders whose profits are derived from 
dealing in credit. Just as the goodwill of the public has to be 
secured by explaining and justifying the scheme to them as com- 
petitors for the service of builders, so a special presentation of the 
scheme has to be made to the Bankers and an appeal made to them 
in their réle of Trustees of the public loan fund and administrators 
of the real national currency. 

Turn to the position of the Building Trade. They are con- 
cerned in two special ways. 

(a) To see that the national cottage scheme does not raise the 
eee of material and labour by competition with the 

uilders’ own demand for these. 

(b) To secure for themselves adequate participation in the 
construction of the cottages. 

The building trade can be met on both these points. 

By the Government control of material. 

b) By adjustment in the process of demobilization of the 
naval and military forces. 

(c) By engaging local builders with local labour to erect the 
national cottages on a footing of public service with 
public adjustment of prices, profit and labour condi- 
tions, i.e., the builders receiving wages of superintend- 
ence but no “‘ profit.”’ 

(d) By co-ordinating the national cottage scheme with other 
building schemes both public and private, treating all 
building whatsoever as elements in ‘‘ town-planning ” 
and ‘‘ village-planning.”’ 

An appeal has to be made to the Builder as to the Banker and 
the General Consumer to look upon this scheme (and all other 
similar ones) as an opportunity for a closer correlation of their own 
private affairs with the public service. The financial principles 
underlying the scheme do not depend for their validity upon the 

will of any of the parties concerned. 

But its practical success in operation would be measured by the 
accord and co-operation of each of the three chief — viz., the 
Banker, the Builder and the General Consumer. This accord and 
co-operation is to be secured by showing 

(a) That the scheme is desirable, even necessary, on the 
grounds of Public Policy. 
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(6) That it contains no item of novelty except the adminis- 
trative machinery for working it and the method of its 
control. 

(c) That its financial principle is just what is practised every 
day in the circles of the larger commerce and of 
“high finance,’’ viz., the present creation of credit in 
anticipation of future goods nd services. 

(4) That this financial principle is invoked directly for public 
welfare instead of for private profit. 

(¢) The credit so created is supervised and controlled in the 
public interest throughout its whole cycle, and can at 
the close of the cycle be completely cancelled or if 
need be used again for public works. 

(f) Inflation takes place only if the aggregate of credit is 
increased without a corresponding increase of produc- 
tive transactions, i.e. of productve goods and services 
passing in acts of purchase. 
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A COMPENSATED SOVEREIGN. 


ONE PRACTICAL REMEDY FOR RISING OR FALLING PRICES. 


THE close of the war will doubtless see a great revival of interest in 
monetary questions because of the issues of paper currency and 
the virtual depreciation of monetary units as recorded in the inter- 
national exchanges. There will doubtless be a number of plans 
advanced, including many which are unsound, Perhaps bi- 
metallism at a ratio which would inflate the currency, or irredeem- 
able paper money will be advocated. Such schemes usually follow 
war conditions, monetary expansion and war debts, which intro- 
duce special motives for depreciation. Consequently the whole 
question of stable or unstable standards is likely to emerge from its 
academic associations and become one of great practical importance. 
It will, then, be of increasing interest to inquire (1) what standard 
of value is ideally the best, and (2) what plans are available for 
making the monetary unit conform to such a standard. The 
present article relates to the second of these questions, not the first. 

The plan described below is one by which the value of the mone- 
tary unit can be kept true to any required standard, whatever that 
standard may be. __In presenting the plan, however, I shall assume 
that the required standard is a standard of constant purchasing 
power over commodities—that is a standard such that the general 
level of prices will remain constant. The problem, then, is to so 
modify the present monetary system as to make the purchasing 
power of the sovereign always equal to a fixed average quantity of 
commodities. 

The original use of money was that of a medium of exchange. 
When gold was settled upon as the best form of money because 
of its portability, durability, divisibility and concentration of large 
value in small bulk, money had practically no function as a stan- 
dard for deferred payments. The need for such a standard did not 
then exist. Now, however, when this function of money has 
taken on such tremenous importance, it has become apparent that 
gold is not especially suited to fill this need for a standard of 
deferred payments, because it is subject to the vicissitudes of the 
industry of gold mining. At different times in the world’s history, 
the supply of gold has been greatly increased through the discovery 
of new deposits or the invention of new methods of metallurgy, 
and at other times, the mines have been comparatively exhausted 
and gold very scarce. Moreover, the value of gold is subject to 
numerous other influences, such as the volume of credit, the 
volume of trade, and all the conditions which lie back of these 
factors. For a detailed study of the instability of gold as it 
appears in the long period of falling prices from 1873—1896 and 
the period of rising prices since 1897 I commend to the reader Sir 
David Barbour’s ‘‘ The Standard of Value.”’ 

The plan for a compensated dollar or sovereign aims to 
standardize the unit of purchasing power, as all other units of 
measurement such as the pound, the yard, the ohm, the kilowatt, 
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etc., have been standardized. At present the sovereign is con- 
stant in weight, but varies in purchasing power. What is needed 
is just the reverse, a sovereign made constant in purchasing power, 
by its ability to vary in weight. 

lhe plan is very simple. It is virtually to vary the amount of 
gold in the dollar or sovereign to the extent necessary to keep its 
purchasing power invariable. As fast as each grain oi gold lost in 
purchasing power the sovereign would be supplied with the 
resquisite number of additional grains to make up the original 
purchasing power of the sovereign, and, reversely as fast as a grain 
gained the unit would be deprived of the proper number of grains 
of gold. 

But how is this increase or decrease in the weight of the 
sovereign to be accomplished? This question resolves itself into 
two parts (1) How can we know what the increase (or decrease) in 
the weight of the sovereign should be? And (2) how can weight 
be added (or taken from the sovereign) without recoinage ? 

In answer to the first question, the reader is referred to the 
device called an ‘* index number "’ of prices, now a well-known and 
generally accepted means of securing information as to changes 
in the general price level. Some dozen or more systems of index 
numbers are already computed, such as the index number of the 
United States Department of Labour, the Economist, Sauerbeck, 
Bradstreet, the British Board of Trade, the Annalist, Gibson, etc. 
By the use of such an index number, the change in the price 
level from month to month or quarter to quarter can be accurately 
ascertained and the required weight added to the sovereign to main- 
tain its purchasing power unchanged. Thus if the index number 
at any date should show the price level to have risen 1 % above 
the par from which the system started, then 1 % would be added 
to the weight of the sovereign. 

Before answering the second question, it is necessary to remem- 
ber that at present when a miner takes gold to the mint or the 
Bank of England he receives one sovereign, in coined or paper 
money, for every 123.27 grains of gold bullion 11/12 fine. 
Similarly, if a jeweller presents coined or paper money he receives 
therefor 123.27 grains of gold bullion for every sovereign. In 
essence, then, the government buys gold from the miner and sells 
it to the jeweller, at the rate of 123.27 grains per sovereign ; and, 
since there are 480 grains in an ounce Troy, we find that the 
government buys and sells gold for 480,123.27 or £3 17S. 10}d. 
an ounce. The proposal to increase or decrease the amount of gold 
in a bullion-sovereign becomes, then, a proposal for the govern- 
ment to lower or raise the mint price of gold bullion. Thus, if the 
index number of prices showed that there had been an increase in 
the price level of 1 % in the last period (month or quarter or what- 
ever period is settled upon), the mint price of gold would be 
lowered about 1 %, which is the same as saying that the weight 
of the sovereign would be increased 1 %. 

And now as to the second question itself—how to avoid re- 
coinage,—the simplest method is to have no coinage, to withdraw 
gold entirely from circulation, and have instead paper representa- 
tives like the gold certificates of the United States; these are simply 
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warehouse receipts for gold. Under this plan, when gold was 
taken to the government it would not be coined, but certificates 
would be issued therefor. Gold would then exist only as gold 
bullion and the only gold sovereign would be a virtual sovereign. 
A gold bar weighing 1232/70 grains would contain 1000 virtual 
sovereigns of 123.27 grains each. Hence when the index number 
showed that there should be an increase of 1 % in the weight of 
the sovereign ,no difficulty would arise in making this addition, 
since it would merely mean that the miner would need to present 1% 
more than 123.27 grains, 11/12 fine for each paper sovereign 
received.* 

But as I have shown elsewhere, the requirement that gold 
should be withdrawn from circulation is not really necessary. If 
it is deemed important for reasons of national prejudice, for 
instance, to maintain gold in physical circulation, this presents no 
real difficulties. But there is not space here to enter into this 
complication. 

*To vent ible s lation in gold as by buying of the government 
to-day okt: pending t Gn qremneet nent at 4 Sateen’ gaten, one 
important requirement of the plan is that the change in the price of gold at 
any one time should not exceed some certain amount, say 1%, and that 
the government should charge that much more to those who buy gold of 


it than it pays to those who sell gold to it. Thus the government would 
in effect charge 1% commission for its services. The Bank of England now 


does something similar, paying £1. 17s. 9d. per ounce to the public for 
gold bullion and receiving £1. 178, 10}d. from the government. 





REVIEWS. 
THE VICTORIAN PEACE. 


THE NATURE OF Peace. By Thorstein Veblen. (The Macmillan Co., New 
York.) 
THe CHorce Berore Us. By G. Lowes Dickenson. (George Allen and 
Unwin, Ltd.). 
Waite Mr. Lowes Dickenson paints a gloomy picture of the militaristic 
developments that lie before us unless we can avert wars and the danger of 
wars by a League of Nations, Mr. Veblen uses his remarkable analytic 
powers to describe with pitiless realism the ‘‘ Victorian peace ” from which 
we have emerged and which presumably the ‘ League of Nations’ is to 
re-establish. It is a choice which seems to promise little to the world in 
either direction. On the one side, a world run by and for financiers and 
profiteers ; and on the other, a world either at war or under the stress of 
constant preparation for war to a degree as yet unknown, and under the 
direction of despotic state governments. The two writers are strangely 
complementary, though not intentionally so, but the two books can by no 
means be put on the same level. Mr. Lowes Dickenson’s is a mere 
pamphlet of larger size written for the purposes of the moment, and not 
claiming to look beyond its exigencies, while Mr. Veblen’s book is one of 
those pieces of masterly analysis of a complicated social situation which he 
has accustomed us to expect from his pen. But Mr. Veblen does not stop 
at an analysis of the Victorian peace, he deals also, in the chapter ‘‘ On 
the Conditions of a Lasting Peace,’ with the condition of mind of the 
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German people. Here he points out that a special evil of the German state 
system is, that it has succeeded in suppressing all independence of mind 
among the Intellectuals. ‘It plainly appears” (p. 116) “that the 
Intellectuals are to be counted as supernumeraries, except so far as they 
serve as an instrument of publicity and indoctrination in the hands of the 
discretionary authorities.” An intellectual of Mr. Veblen’s type cannot 
avoid feeling that such a state of things makes even the Victorian peace 
desirable by contrast, but he does not seem to have any positive theory of 
the “‘ Spiritual Power ” to put forward as a remedy. In short, his purpose 
is to point out evils rather than to lead the way definitely towards better 
things. But within these limits is there any writer of this or any other 
age that can match his insight and unbiassed penetration into the realities 
underlying the fair phrases with which our governing classes instinctively 
cover the condition of things which has produced these classes and in 
which they flourish? Mr. Veblen tears away these veils spun over the 
naked reality of things and shows us, for example, that the whole system 
of modern business and manufacture was based on an organised system of 
“‘ sabotage” by the employers, i.e, that it involved in its very essence a 
systematic diminution of output far below what the plant and resources 
concerned would produce if employed to their full capacity, in order to keep 
up the price. Thus an intentional and perpetual impoverishment of the 
community is inherent in the system, ‘‘ A conservative estimate of this one 
item of capitalistic sabotage could scarcely appraise it at less than a 
25 per cent. reduction from the normally possible productive capacity of 
the community, at an average over any considerable period; and a some- 
what thorough review of the pertinent facts would probably persuade any 
impartial observer that, one year with another, such businesslike enforced 
idleness of plant and personnel lowers the actual output of the country’s 
industry by something nearer 50 per cent. of its ordinary capacity when 
fully employed ” (pp. 172-173). Any counter sabotage on the part of the 
employees for their own purposes is, of course, now seen to be a mere 
answer in kind, a natural rather than, as usually represented, a merely 
wrong-headed and wicked proceeding. But it is impossible within the 
limits of a short review to do Mr. Veblen justice. The book should be 
read and re-read, and it should be taken into careful consideration by all 
those who are preparing to deal with the problems of reconstruction. It 
will at least enable them to see clearly what they are doing in so far 
as they endeavour to reconstruct the ‘ Victorian peace.’ S. B. 


THE WoRLD’s Depate : AN Historical, Derence OF THE ALLIES. By William 
Barry, D.D. (Hodder and Stoughton.) 3/6. 
In this historical sketch of European history for the past three hundred 
years Dr. Barry expresses the reaction of the Christian soul, that feels itself 
first a member of the Kingdom of God and therefore of the commonwealth 
of Christendom, against the claims of autocratic monarchy, and indeed 
of any form of state despotism. He shows us how such claims of rulers to 
despotic power, held in check during the medizeval period by “ the quarrel 
hardly ever pausing, between the Sacerdotium and the Imperium, or 
spiritual independence and secular force,” developed amain after the 
Reformation, and how the German Kaiser is but the latest embodiment of 
them. He shows us Catholic Christianity, as by its nature the champion 
of civil liberties, and the very declaration of Papa! Infallibility in 1870 as 
the almost necessary counterblast to the doctrine of state absolutism. Such 
a view of history should be peculiarly useful to English men and women, 
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used as we are to an insular, rather than a European, way of regarding the 
problems of Europe and accustomed to think of the Papal struggle with our 
earlier kings merely as the attempt of foreigners to interfere in England. 
But we cannot separate our own history, our own problems, from those of 
Europe as a whole, and that at last we are now forced to realise. Dr. 
Barry, while a true lover of England and of all for which England stands, 
feels himself also a son of Europe, and he hates Prussianism not only as 
the enemy of England, but of that Europe that he loves, of Christendom 
and all that it meant, while it was a reality, that it would mean if it became 
a reality once more. Dr. Barry, in short, as a champion of the Spiritual 
Power, can make no terms with any Temporal Power that claims to be 
supreme over the destinies of men. He sees that the essence of the 
Spiritual Power consists in freedom, that it works by love, not force and 
fear, and that England, in restraining its kings, has unwittingly been on 
its side. 

Dr. Barry’s account of the “‘ kulturkampf ”’ of Bismarck and his ultimate 
defeat by the Church is full of interest, and so is his account of the meaning 
of “kultur.”” ‘“ Kultur,” he says, ‘‘is the idea of mechanism made 
perfect,’’ and the pattern of Prussia is Sparta. 

The book is immensely readable, it is full of personal reminiscences 
and personal charm, but it is much more than this, it represents a sane 
and wide view of history and political philosophy, which is in many 
points remote from that held by the average Englishman, but all the more 
needed to counteract our insular ways of thinking. As an interesting 
coincidence may be noted a statement by Dr. Barry in a recent number 
of The Bookman, that, while his own book was in the press, he happened 
to read ‘‘ The Coming Polity,’’ by Professor Geddes and Mr. Branford, and 
discovered that the philosophy of ‘‘ the State’ put forward in that book was 
closely similar to his own, and even at times expressed in almost identical 
terms. S. B. 


LABOUR PROBLEMS IN AMERICA. 
New Ipeais tn Business. By Ida M. Tarbell. Macmillan. 1916. 7/6 net. 
THE ORGANIZABILITY OF LazsouR. By Wm. O. Weyforth, Ph.D. Johns 
Hopkins Press. 1917. 
THE optimism of Miss Tarbell’s book is somewhat exuberant, but it is 
valuable to have it placed on record with such a wealth of illustrative 
detail that some at least of the more successful business men in America 
find it to their advantage to consider their employees. The avoidance of 
economic waste is the note of this book. [Ill-lighted, ill-ventilated work- 
shops, dust and dirt, ugly surroundings, ignorance and ill-health among 
workers, are causes of waste; the worker has got to be healthy, happy and 
intelligent, or, so we gather, the employer must know the reason why. 
The psychology of the worker is not forgotten, and some of the most 
advanced factories are surrounded by gardens, lawns, and trees, because 
“such consideration . . . . has a direct stimulating effect on the health 
and efficiency of the operatives.”” Even that terrible problem of modern 
industry, the destructive effects on the worker of intense speed, has, it is 
claimed, been solved on economic lines. In cotton spinning mills, “ in 
several cases speeds were reduced in order to get the best results .. . . the 
revolutions per minute of the spinning spindles were reduced from 8,800 to 
7,600 simply because it was a more efficient speed ”’ (p. 211). It is all very 
hopeful and promising, and yet leaves the reader a little cold. In Europe 
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the events of 1916—1917 have raised some doubts as to the validity of 
economic efficiency as the ideal and aim of social life. The most interesting 
passage of Miss Tarbell’s book is perhaps the description on PP. 324-5 of 
certain factories where an organization has been set up to give the 
employees a voice in the management and control. Even the most 
benevolent and scientific arrangements imposed by the employer will not 
still ‘‘ industriai unrest ” until the conditions of industry give more scope 
and play to the worker not merely as worker, but as a human mind and 
soul. 

In Dr, Weyforth’s monograph we have a readable contribution to the 
growing literature of trade-unionism, framed on the lines of “ descriptive 
economics,’’ with numerous references to sources and authorities. The 
most interesting portions of the book are those which deal with the 
problems more specifically American in character, such as the enormous 
extent of country and the large proportion of imperfectly assimilated 
immigrants. The racial difficulty does not, however, trouble Dr. Weyforth 
much, as he believes it to be exaggerated. A statistical investigation made 
after Prof. Pearson’s methods showed that organization is not hindered 
by the presence of foreign-born workers (p. 176}, which will interest readers 
of Miss Henry’s clever book, ‘‘ The Trade Union Women,” where the Slavic 
Jewess is described as the most promising material of trade unionism. 
The racial difficulty appears to be mainly one aspect of the question of the 
relation of unskilled to skilled labour. Dr. Weyforth thinks co-operation is 
increasing steadily and that more attention is being given to the unskilled. 
(p. 262). An important factor in the growth of trade unionism is the 
attitude of public opinion, which is more favourable than formerly, and 
shows a curious volte-face in regard to the immigrant. In 1894 “‘ ignorant 
foreign workmen” were atcused of organizing labour unions; in 1910 
the same class is accused of keeping out of them (p. 257). The change of 
tone is instructive. 

Dr. Weyforth’s style and temper are less buoyant than Miss Tarbell’s, 
and he has kept rigidly to his subject-matter as indicated in the title, 
and abstained from any theoretical statement of the philosophy of trade 
unionism or its relation to society as a whole. But as the plain story of 
the efforts of working men and women to associate for their common good, 


it will be found full of interest. 
B. L. H. 


ERASTIANS ALL. 
Competition : A Stupy in Human Morive, written for ‘‘ The Collegium.” 
Macmillan & Co., Ltd. 

“THe State is the expression and organ of our national fellowship, and 
distrust of the State is rooted in our failure to appreciate that fellowship.” 
“The mere existence of the police force, for instance, and still more the 
fact that many people regard it as the norinal symbol of the State, is 
evidence enough that human society has not actually achieved fellow ship.” 
It is of course the tax gatherer (with the soldier, as well as the policeman, 
behind him) who is the more normal symbol of the State, but the attempt, 
usual enough, to as it were whitewash the State is here somew hat remark- 
able, as showing the confusion in the minds of those who should best 
understand it between the nature and functions of the temporal and 
spiritual powers. eee 

“ The Collegium” is the name taken by a group of Christian thinkers, 
who meet together for prayer and discussion of the problems of the present 
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day and put forward their joint results in what will presumably be a series 
of books, of which this on ‘‘ Competition”’ is the forerunner. As they 
have, apparently, chosen not to consider such preliminary questions as the 
nature of the State or of the community, they make use of common 
assumptions and fall into the prevalent Erastianism from which they surely 
exist to help others to emerge! Yet while this group appears to confuse 
the functions of the spiritual power in a community with those of the 
temporal, giving to Caesar that which should be given to God, this is a 
condition of mind from which it may well free itself. It seems to be already 
feeling its way towards the conception of a common spiritual power for 
Europe, for, in default of any better exponent of the idea, the writers quote 
one Gerlach, described as ‘‘a conservative Prussian statesman of the old 
school, ‘‘ who, in the course of a correspondence with Bismarck, deprecated 
exclusive devotion to ‘‘ king and country,’’ and claimed that some other 
principle should be maintained, and that in the middle ages this was 
supplied by the Christian church. This-seems to be quoted in absolute 
ignorance of the fact that the co-ordinate importance of the spiritual with 
the temporal power and its use in constituting the common soul of Europe 
had ever been maintained by any body of secular writers! This ignorance 
of French thought has been brought about in the past largely, no doubt, 
by prejudice, religious and social, which the circumstances of the present 
day tend to dissipate. Surely in the impending revolt against that 
Prussian ‘‘ Statism ”’ which has brought the world to its present condition 
the belief in the spiritual power will again appeal to the hearts and minds 
of men and women! Such a movement as the ‘“‘ Collegium” must itself 
surely tend to the re-consideration of present day assumptions. It is a 
movement of the greatest interest and should lead to notable results. 
Already in their putting forward of ‘‘ fellowship ”’ as their ideal of aim and 
method this group has gained a standpoint of inestimable value. In their 
recognition that human nature is ‘‘ no fixed and constant quantity’ they 
point out the way in which Eutopia can be realized, and in setting up as their 
ideal the Kingdom of Heaven upon earth they determine to work towards 
realizing it. Such a group of Christian thinkers is long overdue, but let 
us be thankful that these times, however evil, have seen its birth. 
S. B. 


NATIONALISM, WAR AND Socirty (by E. Krepkil, Ph.D., with introduction 
by Norman Angell, New York, 1916) is a mixture of a book of reference 
and a collection of thought-provoking if somewhat indigestible lecture- 
notes on the subjects indicated by the title. Its three parts deal respec- 
tively with Nationalism (the words nation and state being treated as 
synonyms), the effect of modern conditions upon national rivalries, and 
‘ progressive forces seeking to overcome faults of nationalism and establish 
an order of things in agreement with the evolution of society. This last 
section contains a good deal of handy information about peace movements, 
but the whole book reads strangely in the light of recent events, and the 
new alignment of democratic forces. It will be interesting to watch the 
effect of President Wilson's categorical refusal to admit any but democracies 
into a ‘League of Honour’ upon the programmes of the various ‘ pro- 
gressive’ bodies set forth in the book. Mr. Angell’s introduction is the 
best part of the book. It re-emphasizes his familiar plea that ‘ policy ” 
must accompany armament, and that democracies must think out and con- 
trol their foreign policy. 

A. E. Z. 











































